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FRIDAY, JULY 24, 1953 


Hovse or REepresENTATIVES, 
SUBCOMMITTEE ON SoctaL SECURITY OF THE 
CoMMITTEE ON Ways AND MEANS, 
Washington, D. C. 

The subcommittee met at 10:25 a. m., pursuant to notice, in the 
main hearing room of the Committee on Ways and Means, Hon. 
Carl T. Curtis, chairman of the subcommittee, presiding. 

Present: Representatives Curtis, Goodwin, Baker, Thomas B. 
Curtis, and Cooper. 

Staff members: Karl T. Schlotterbeck, staff director; George R. 
Leighton, editor and consultant; Rita R. C ampbell, economist ; James 
E. Finke, economist; Howard Friend, economist; Wallace M. Smith, 
attorney; and Eileen R. Browne, clerk. 

Chairman Curtis. The hearing will be in order. 

I wish to state that the delay in opening the meeting was something 
that could not be helped. The full Ways and Means Committee was 

called into session; and, as a matter of fact, they are still in session, 
ai that explains the absence of certain members of the subcom- 
mittee 

In opening these hearings, I would like to make a statement about 
the scope of the inquiry ahead of us. At the behest of the entire 
Ways and Means Committee of the House of Representatives, this 
subcommittee was appointed to conduct a study of our social-security 
laws, and especially as they affect the American aged. 

As we undertake this task, a brief backward glance may be in order. 
It may help us in getting a perspective of the problem before us. 

Lacking only a few days, it is 18 years since Congress, on August 9, 
19352 approved the conference report and sent to the White House 
the Social Security Act. 

Two members of this subcommittee, Mr. Cooper and Mr. Dingell, 
were members of the 1935 Ways and Means Committee which drafted 
that momentous bill. Mr. Cooper was a member of the subcommittee 
which wrote the act. 

Three years later, in 1938, I was elected to Congress and for vari- 
ous reasons I became intensely interested in the operation of these 
laws. Other members of this subcommittee have in similar ways 
been drawn into an active preoccupation with legislative questions 
affecting the aged. I can truly say that the members of this subcom- 
mittee are more than conscious of the responsibility which devolves 
upon them. 





1 House of Representatives Calendar, data on H. R. 7260, 74th Cong., p, 168. 
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Let me recall some of the circumstances that attended the drafting 
of the original a 

The country had passed through a financial crash and was still 
in the throes of a de pression of unpars alle led severity. 

The situation, as far as it concerned the aged, was both simple and 
comp ylicated. 

There were American old people who had been brought to destitu- 
tion. The question w: iS; What should immediately be done? 

This provoked still other questions. Among them was this: If the 
destitute age of 1935 hac | to be assisted, should anything be done to 
guard against ieitation of the future aged, and, if so, what? That 

. should the Federal Government start with the younger people in 
the effort to ward off destitution in the future when they, the young, 


etree become old? And again. if so. how ? 


The questions presented were such as to tax the utmost intelligence 
and ca ik ty of the National Legislature. 


Tl were not de: aling with a welfare question in a vacuum. 

Ni gl lv were econon changes of a fundamental character occur- 
rin Y every day. Simul uneously the ver) pring iples of free goverii- 
ment were being challenged and, in many countries, undermined and 


overthrown. 

It may seem platitudinous to recall these commonplaces, but they 
are anything but commonplaces to Miitinain who hold to the free- 
dom aes in the Constitution. 

It has pleased Americans to refer to themselves as a free people. 
The ec \ nical m: LV deride the conce pt but the attitude persists. How- 
ever much those freedoms have been honored in the breach, they still 
remain tangible, positive, and real. 

These freedoms have been threatened in many ways, both gross and 
subtle, in recent years and the effort to retain them grows more difficult, 
not easier. 

Who can estimate, for example, the price that Americans have paid 
and must continue to pay in the struggle with the Communist world, 
the price in lives, money, peace of mind, and principle? 

When in these difficult times, Congress is called upon to legislate 
institutional changes in our society, they cannot escape the responsi- 
bility of doing their utmost to so order these changes that our free- 
doms are not compromised and that our free private enterprise system 
is not destroyed or hampered in the least degree. 

The social-security laws which we are directed to reexamine deal 
with programs that may affect our society and the aged many years 
hence. 

I say it is an awesome thing for any Congress to stretch forth its 
hand and attempt to set metes and bounds for a generation unborn. 

If legislating for today is difficult, what shall we say about legis- 
lating for a day 50 years from now? 

What member of the Ways and Means Committee in 1935 could 
predict with certitude that et 18 years the United States would 
be plunged into 2 enormous wars, that the atom and hydrogen bombs 
we re even possibilities, that the costs of Government would reach the 
level thev have touched today? 

If these developments could not have been forecast 18 years ago, 
how can we be any more certain of what is to come in the next 18? 

Yet, this is one of the questions we must face in this reexamination. 
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Let me illustrate another phase. In our tradition the aged have 
been assigned a place of dignity and respect. 

If we assert that the Federal Government must assume a share of 
responsibility toward the aged, is this tradition of dignity and respect 
to be maintained ? 

If so, how ? 

If it is not maintained, then it follows, as the night the day, that 
the aged in our society will degenerate, in the eves of Government, to 
a mass of numbers fed through a calculating machine. 

When the members of this subcommittee 20 manne to their districts 
they meet old persons who are constituents, n¢ ig hbors, friends who 
have names, addresses, hopes, and problems of hye ir own. They are 
not serial numbers. 

The pressures in the concerns of the aged are constant. In this 
Ist session alone of the 83d Congress more than 170 bills dealing in 
one way or another with the economic welfare of the aged have been 
introduc ed in the House.2 

The range of these bills, their variety, is extraordinary. What 
standard of judgment is the Ways and Means Committee to set up in 
dealing with this proposed legis: ition ? 

What assumptions are we to make in questions of future national 
income, work relationships, mortality and health, industrial and 
technological changes, prices and the interest rate ¢ 

We have got to grapple with these questions somehow for there is 
a very plain motive for this study. 

It is to prepare the way for the full Ways and Means Committee 
to consider the areas in which basic improvements can be achieved in 
prov iding for the worthy aged. 

The reanlntian which the Ways and Means Committee adopted 
on May 21, 1953, was precise. It directed the subcommittee— 
to conduct thorough studies and investigations of all matters pertaining to our 
social-security laws. Such studies and investigations shall include (but not be 
limited to) the basic concepts and principles of the old-age and survivors insur- 
ance and old-age assistance programs, as to taxes, benefits, commitments, retire- 
ment tests, reserves, coverage, administration, inequities, inadequacies, fiscal 
soundness and suggested amendments, changes, and improvements. 

Before the inquiry turns its attention specifically to problems con- 
cerning the aged, we have determined to have a brief look at some 
background matters. 

This morning we shall consider trends in population in the United 
States. 

The importance of the subject is manifest when we recall former 
Administrator Oscar Ewing’s statement of October 7, 1952, that the 
Social Security Administration had the wage records of more than 
100 million persons.* 

The importance is underscor ed when we recall further the material 
gathered by the President’s Committee on Economic Security in 1934 
before the House Ways and Means Committee began its ac tive work 
on the original act. 

At that time in the planning of what were then called old-age 
benefits, it was deemed essential to estimate what the number of per- 





2 Congressional Record, July 22, 1953, pp. A4815—A4818 : 
3 Federal Security Agency release—Text of Mr. Ewing's address to the convention of 
the Mississippi State Federation of Labor, Meridian, Miss., October 7, 1952 
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sons in the United States 65 and over would be in the future. Taking 
figures up to 1930 furnished by the census, the actuaries of the com- 
mittee set out to make their estimates. 

What does a backward glance show us about these estimates? It 
shows us that the actuaries went far astray. 

They estimated that in 1950 the total population of the United 
States would be about 141 million. When the census of 1950 was 
actually taken 16 years after the calculation was made, it turned out 
that the population was about 151 million, a misguess of 10 million 
persons. 

See what happened when those actu: iries estimated the number 65 
and over in 1950. They thought there would be 10.8 million of them. 
But it turned out there were 12.2 million persons 65 and over, a mis- 
calculation of a million and a half persons.‘ 

These matters are not exactly frivolous when we remember that 
the Social Security Administration is engaged in a multi-billion- 
dollar operation. 

We must have all the facts we can get, and if in the consideration 
of the legislation the Congress is compelled to guess, we would like 
to see it as much of an educated guess as we can make it. 

We are pleased to have for our witness this morning the Assistant 
Chief for Population Statistics of the United States Census Bureau, 
Dr. Henry 8S. Shryock. We realize the work you have put into this, 
Doctor, and we are pleased to have you here. ‘You may proceed with 
vour statement at this time. 


STATEMENT OF DR. HENRY S. SHRYOCK, JR., ASSISTANT CHIEF 
FOR POPULATION STATISTICS, POPULATION AND HOUSING DIVI- 
SION, UNITED STATES BUREAU OF THE CENSUS, ACCOMPANIED 
BY DR. HENRY D. SHELDON, CHIEF, DEMOGRAPHIC STATISTICS 
SECTION, POPULATION AND HOUSING DIVISION, BUREAU OF THE 
CENSUS 


Dr. Surrock. Thank you, Chairman Curtis. 

Mr. Chairman and gentlemen, this statement deals with changes 
in the composition of the population of the United States by age 
and sex Not only are past changes described but also an attempt 


* Original estimates: P. 141, Social Security in America; the Factual Background of 
the Social Security Act, Washington, Government Printing Office, 1937 Published for 
the Committee on Economic Security by the Social Security Board, Corrected figures: 
Statistical Abstract of the United States, 1952 edition (H. Doc. 265, 82d Cong. 2d sess.). 


Tl basic published census figures on the population of continental United States 
¢ lude our Armed Forces stationed abroad. Down to about 1940 the population including 
Armed Forces abroad and the population excluding Armed Forces abroad differed by a 
trivial amount Since the beginning of World War II the differences has been more sub- 
stantial, of course In its current estimates of population the Bureau of the Census pub- 


lishes three differ ‘ent series For example, for December 1, 1952, these series were as 
follow 


ypulation including Armed Forces abroad — .. 158, 233, 000 
Population excluding Armed Forces abroad (comp arable to the decen- 

nial census figures) i ina ditpiplt- tien dnaeess * Le aoe 
Civilian population . 154, 646, 000 


In projections of population into the future, the first of these series seems to be the best 
because one does not have to make any assumptions as to the future size of the Armed 
Forces or where they will be stationed 

The institutional population is included im the decennial censuses of the United 
States, but separate figures are also available for recent censuses. In 1950 the total popu 
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is made to see what can be said about changes to be expected in the 
future. Inadequacies of our knowledge about the past and present 
and, especially, about the future, are also discussed. Furthermore, 
there is some examination of the underlying causes behind the changes. 
The effects of trends in births, deaths, and foreign migration are exam- 
ined in this connection. 

I. Trends in age and sex composition to the present time: Since 
as far back as the records go (early in the 19th century), the Ameri- 
can people have been becoming progressively older. 

Let us look first at a simple measure—the median age. This is de- 
fined as that age that divides the population into two equal parts, 
one-half older and one-half younger than the median. In 1820, half 
of our porpr were under 17 years old. I am taking these figures 
from table 1, and these tables are attached to my statement. I should 
like to ask permission to have these tables, as I refer to them, inserted 
in the record. 

Chairman Curtis. Without objection, all of the tables attached will 
be inserted in the record and in the order that the witness may arrange 
with the reporter. 

(Table 1 is as follows:) 


TABLE 1.—Median age of the population of the United States: 1820 to 1953 





| Excluding Including Excluding Including 

Year Armed Forces; Armed Forces Year Armed Forces} Armed Forces 
overseas overseas } overseas | overseas 

— —_——_—— — — — naar — 

1820__ . 16.7 1910 24.1 | 

1830 | 17.2 1920 25.3 

1840 17.8 | 1930__. 26.5 | 

1850 18.9 } 1940 | 29.0 | ; 

1860__ 19.4 |} 1950 (April) 30. 2 30. 2 

1870 20. 2 }} 1951 (July) | 30.3 | 30. 2 

1880 __ 20.9 1} 1952 (July) | 0.4 30. 2 

1890___ 22.0 | 1953 (May 30.4 30. 2 

1900__- 22.9 | | 


Dr. Suryock. At the turn of the century, the median age was just 
under 23, and at our last census it was just over 30. The increase in 
the last intercensal decade was rather moderate, however. If we in- 
clude our Armed Forces abroad, there has been no further increase in 
the 3 years since the last census. The sustained postwar rise in the 
birth rate has been responsible for halting the increase in the median 
age of the population. 

The median cannot give us a complete picture of the changing age 
composition, however. There may be opposing changes taking place 
simultaneously among the various age groups; for instance, ‘both a 

very young group and a very old group may be increasing more 
rapidly than the total population, as actually happened between 1940 
and 1950. 

Table 2 gives the number and percentage of persons in broad age 

groups from 1870 to the present time. 


lation living in institutions was 1,566,846. Of these, 385,419 were 65 years old and over 
The institutional population was defined as follows : 

“The institutional population includes those persons living as inmates in such places as 
homes for delinquent or dependent children, homes and schools for the mentally or physi- 
cally handicapped, places providing specialized medical care, homes for the aged, prisons, 
and jails. Staff members and their families are not included in the institutional 
population.” 


38458 
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( Table 2 is as follows :) 
TABLE 2.—Population of the United States by broad age groups: 1870 to 1953 


Yinder 5 to 19 1) to 44 45 to 64 65 years 68 years 
yeal years years and over ind over 











8 aS 1,7 641,490 | 13, 640, 954 4, 602, 424 1, 153, 649 
1RR, 0 6.014. Bil 17, 206, 261 18, 006, 566 6, 304, 981 17 459 
4, 69, 21,165,070 | 23, 054, 762 8, 188, 272 2’ 417.5 288 
’ 1 170, 628 94.510, 446 98, 632, 443 10, 399, 976 , O80, 498 
19 91, 972, 2 10, 631 4 | 27, 931, 378 35, 866, 859 | 13, 424, OSD 3, 949, 524 
192 105, 710, 626 11, 573, 23 31, 469, 768 40), 555, 54 17, 030, 165 4,933, 215 ; 
193 29 7 46 11, 444 164, 601 47, 023, 24 91, 414, 981 6, 633, 805 : 924 
194 l ( ), 541, 524 4, 764, OSO 51, 260, O81 96, O84, 276 9, 019, 314 6, 553, 126 
19 151, 132 ( | 164. ; 19, OO 135, 000 30, 645, 000 12, 269, 000 | 9, 102, 000 
195 154, 360, 001 17, 217, O06 $5, 673, 000 | 57, 474, 000 31, 258,000 | 12, 737,000 | 9, 539, 000 
19 156,981,000 | 1 14, OO 7, 323.000 | 57. 649, O0C 31. 763. OO 13, 101, 000 | 9,885, 000 
19 159, 251, 004 17. 407, 00 38, 531,000 | 57, 707,000 | 32, 203,000 | 13, 408, 000 (10, 168, 000 
PERCENT 
yn 
1870 100. { 14 4 85.4 11.9 0 
R88 13.8 34.3 35.9 2. ¢ 3.4 2.5 
189% 12.2 33.8 26.8 13.1 3.9 2.8 
) ) ; 2.3 7.7 13. 7 4.1 2.9 
) 0 ( 4 39 14. € 1.3 3.1 
19 ¥ 10.9 29.8 8. 4 16.1 4.7 { 
: 29 38 17.4 i 1.0 
194 100. 0 S 26.4 RO 19.8 6.8 0 
19 100.0 l 23. 2 37.7 20. 3 8.1 6.0 
19 100.4 1 2 7.9 920.3 83 6.2 
1952 100. ( 10 23.8 6. 7 20. 2 8.3 6.3 
19 100.0 l ) 24.2 2 20 8.4 6.4 
Inc les figures f e unknow whict ( hown seq] ely 
Ni ilable 
I s Armed For« 


Dr. Suryock. At the present time, under 5 years old roughly con- 
stitutes the preschool ages, 5 to 19 the school ages, 20 to 44 the earlier 
years of working life—and for women the chief years of childbear- 
ine—45 to 64 the later years of working life, and 65 and over the 
period of retirement from the labor force and often of widowhood. 
In the present period of nearly full employment, a majority of men 
65 to 69 years old are still in the labor force, despite the facilities for 
voluntary retirement. A column has been added for persons 68 years 
old and over to represent somewhat better a group containing rela- 
tively few members of the labor force. 

Until the decade 1920 to 1930, each of the five broad age ranges had 
increased in numbers in every decade. The long-established decline 
in the birth rate finally was reflected in a decline in the number of 
children under 5 years old from 1920 to 1930; this decline was accel- 
rated over the depression decade of the thirties. In that decade the 
number of children of school age also dropped. 

Meanwhile marked rises continued in the older age groups. Persons 
65 years old and over increased from a little over 1 million in 1870 
to about 9 million in 1940. growing by well over 2 million in the 
thirties alone. Over the 70-year period, their rate of increase was 
almost 700 percent and far exceeded that for any of the younger 
groups. Middle-aged persons, those 45 to 64, ranked second in rate 
of increase, and the rate was progressively less for the younger age 


groups. 
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As a result of these trends the relative share of the preschool and 
school-age groups had persistently declined through 1940. Children 
under 5 years old constituted 14.3 percent of the total in 1870 and 
8 percent in 1940; for those 5 through 19 years old, the corresponding 
percentages were 35.4 and 26.4. Me anwhile the 20-to-44 group had 
increased its share only slightly. Thus the large gain in proportionate 
share occurred among the two older groups. The share of the aged 
more than doubled, having risen from 3 to 6.8 percent. 

Since 1940 all the broad age groups have increased in numbers. 
The most noteworthy change in share of the total occurred among 
the preschool children, their seuceathes increasing from 8 to 10.9. 
The share of the school-age children dropped sharply from 26.4 per 
cent in 1940 to 23.1 percent in 1951. As the children born since the 
war began to replace those born early in the depression, this decline 
was reversed, however. The 1953 percentage is estimated at 24.2. The 
proportion of the population in the earler years of working life 
dropped moderately while that in the later years of working life 
showed little change. The percentage aged 65 and over has continued 
its rise and now is estimated at 8.4, as compared with 6.8 in 1940 and 
8.1 in 1950. This aging process has gone further in Western Europe, 
where in most countries the percentage is already between 9 and 12. 

The ratio of the number of persons 65 years old and over to the 
number aged 20 to 64 is cften used as 1 crude measure of the load of 
the depende nt aged upon the more economically active sector of the 
population. By ‘this measure a steadily rising burden is shown. For 
every 1,000 persons 20 to 64 years old there were 63 persons 65 years 
old and over in 1870, 79 in 1900, and 140 in 1950. The current ratio 
in 1953 is 149. 

In the past the rising dependency load of the aged had been more 
than offset numerically by the dec ‘lining relative number of young- 
sters—persons under 2) vears old. The ratio of both young and old 
“dependents” per 1,000 “producers” was 1,113 in 1870, reached the 
even mark between 1880 and 1890, and was down to 702 in 1940. Dur- 
ing the forties this important ratio began to rise, however, and stood 
at 724 in 1950. The current level is 771. Although such factors as 
the age of leaving school and the employment of old workers and of 
women can affect the real ratio of dependents to producers, the 
changing age profile imposes limits beyond which it is diflicult for 
institutional forces to reverse the trend of the ratio of actual de »pend- 
ents to actual producers, 

Another index of economic significance is the ratio of the number 
of persons 45 to 64 years old to the number 20 to 44. The middle-aged 
group has always been outnumbered by the younger adult group, but 
the ratio has been increasing. From 337 per 1,000 in 1870, it had 
risen at an accelerating pace to 509 in 1940, to 537 in 1950, and it 
stands at 558 today. Thus the middle-aged are becoming an increas 
ingly large part of the population of working age and also of the 
labor force. 

Table 3 gives more detailed age groups, by sex, for 1900, 1950, and 
1952. The r: apidly increasing number and proportion in all age groups 
above 65 are apparent. 
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(Table 3 is as follows:) 


TABLE 3 ige and sex of the population of the United States: 1900, 1950, and 1952 





Figures in thousands] 
19% 1950 1952 
Mak Femak Male Female Male Female 
Age = _ —_—_—— 
Per Per- Per- Per- Per- Per- 
Num- | cent | Nur cent | Num-| cent | Num-| cent | Num-/ cent | Num-)| cent 
ber of ber of ber of ber of ber of ber of 
total total total total total total 
All ages 238,816 |51.08 37.178 |48.92 (75, 266 |49.80 75, 867 150.20 |78, 090 |49. 74 |78, 891 | 50. 26 
Under 5 years 4,634 6. If 4, 537 5.97 | 8,236 | 5.45 25 | 8, 736 | 5.57 5. 36 
to 9 years 4,479 5. 89 4,395 | 5.78 | 6,715 4.4 4.30 | 7,614 4.84 4. 66 
10 to 14 years 4,083 | 5.37 | 3,997 | 5.26 | 5,660 | 3.7 3.61 | 5,985 | 3.81 3. 68 
15 to 19 years 3, 75) 4.94 | 3, 806 5. 61 5, 394 3. 57 3. 51 6,375 | 3.42 3.35 
20 to 24 years 3, 625 4.77 | 3,710 4. 38 0, 775 | 3.82 3.89 | 5,679 | 3.62 3. 60 
25 to 29 years 3, 324 4.37 | 3, Qe 4.22 | 6,047 4. 00 4.15 | 5,985 | 3.81 5 3.95 
30 to 34 years 2,901 | 3.82 | 2,655 | 3.49 | 5,683 | 3.76 3.90 | 5,888 | 3.75 | 6, 3. 89 
35 to 39 years 2, 617 3. 44 2,348 | 3.09 5, 545 3. 67 3.79 | 5,608 | 3.57 5, 3. 70 
40 to 44 years 2, 256 | 2.97 | 1,991 | 2.62 | 5,083 | 3.36 3.40 | 5,301 | 3.38 | 5, 42 3. 45 
45 to 49 years 1, 838 2. 42 1, 617 2.13 4, 531 3. 00 3.01 4,713 | 3.00 4, 759 3. 03 
50 to years 1, 565 | 2.06 | 1,378 | 1.81 4,131 | 2.73 2. 74 4,210 | 2.68 | 4, 274 2. 72 
55 to 50 years 1,145 | 1.51 | 1,066 | 1.40 | 3,631 | 2.40 2.39 | 3,727 | 2.37 | 3, 789 2. 41 
60 to 64 years 917 | 1.21 874 1.15 3, 038 | 2.01 2.00 | 3,124 | 1.99 | 3, 168 2. 02 
65 to 69 vears 668 88 635 84 | 2,425 | 1.60 1.71 | 2,502 | 1.59 | 2,659 1. 69 
70 to 74 years 150 59 434 57 | 1,629 | 1.08 1.18 | 1,769 | 1.13 | 1,991 1.27 
75 to 79 years 262 34 258 34 | 1,002 66 76 | 1,046 67 | 1, 223 78 
8°) to 84 years 122 16 129 17 505 se Al 548 .35 684 . 44 
85 years and over 54 .07 68 09 237 . 16 22 280) 18 399 . 25 





1 Includes Armed Forces overseas 
? Includes figure for “age unknown,” which is not shown separately 


Dr. Suryockx. Males outnumbered females in the United States 
until about 1950, mainly because of the heavy excess of males among 
immigrants. 

(Table 4 is as follows:) 


TABLE 4.— Vales per 100 females in the United States: 1820 to 1953 


65 vears , 6o years 
Year All ages and over Year All ages aad over 
1820 103. 3 ( 1910 106.0 101. 1 
1830 103. 1 1920 104.0 101.3 
1840 103. 7 1930 102. 5 100. 5 
1850 104 1940 100.7 95. § 
1860 104.7 l 1950 299.2 289.6 
1870 102. 2 100.5 |) 1951 299.1 288.9 
1880 13. 6 101.4 1952 299.0 228.3 
1890 105.0 104, 2 1953 (May 1) 298.9 287.9 
1900 104. 4 102. 0 j 
Not availabk 


? Includes Armed Forces overseas 


Dr. Suryvock. The peak in the sex ratio—number of males per 100 
females—was reached in 1910 when it stood at 106.0. Once heavy im- 
migration was shut off, the proportion of males in the population 
began to drop rapidly. So far, however, the sex ratio is down only 
to 93.9. 





ANALYSIS OF THE SOCIAL SECURITY SYSTEM 9 


On the average, there are about 105 male births for every 100 female 
births. More favorable mort: ality condition among fem: ales progres- 
sively wipe out this advantage, however. Among persons 65 years old 
and over, there are only 87.9 males per 100 fem: ales. 

Il. iinbeunmianie of the age statistics: The number of persons re 
ported in a given age group in a census may be in error because of (1) 
omissions, (2) duplie ations, (3) misstatements of age. A special 
survey conducted after the 1950 census resulted in an estimate of a 
net underenumeration of 1.4 percent for all ages combined. This esti- 
mate would not apply to each age-sex group, however, where there 
may be more or less net undernumeration or possibly even net over 
enumeration. The commonest type of misstatement of age is the 
rounding upward or downward to a figure ending in 0 or 5. On the 
whole, overstatements of age tended to be canceled by understate- 
ments; but, again, this does not hold for every age group. 

One of the age groups that has attracted the most attention in 
the evaluation of the quality of age statistics is the one under 5 years 
old, and particularly infants under 1 year old. As far back as United 
States census data can be examined, there seems to have been an under- 
statement of the number of young children. Moreover, such a de- 
ficiency occurs in the censuses of many other countries. The chief 
causes here seem to be: slight overstating of age; missing the child 
while counting the parents, particularly when information had to be 
secured from neighbors; missing the entire family, because of an ob- 
scure location, being away from home during the census, and so forth. 

For 1940 and 1950 the number of children under 5 as reported 
the census has been compared with the expected number on the basis 
of births in the preceding 5 years. This comparison indicates a net 
shortage in 1950 of 802,000, or 4.7 percent. These figures represent an 
improvement over the 865,000 and 7.6 percent of such children esti- 
mated to have been missed in 1940, however. The shortage was much 
worse for nonwhite than for white young children at both dates. 

Another age range that presents difficulties is that from about 55 on 
up. Here a check against the survivors of births is not feasible. For 
one thing, we do not have complete birth registrations going back that 
far. The evidence of more misstatements of age in one direction than 
in the other—and possibly from differential underenumeration at dif- 
ferent ages within this range—comes from comparisons of the same 
cohort at successive censuses. By a cohort is meant the persons who 
were born in the same year or group of years. When we make allow- 
ance for deaths and net immigration, the number of persons in a 
given age group should be nearly the same as the number in the age 
group 10 years younger at the previous census. In the case of the 
middle-aged and elderly, however, there are frequent inconsistencies. 

Thus those 65 to 69 years old in the 1950 census exceeded by 9 : 
percent the number expected on the eats of the number reported i1 
1940 as 55 to 59. 
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(Table 5 is as follows:) 


TABLE 5 Eerpecte d and enumerated population 55 years old and over, by age, 
yr the United States: 1950 and 1940 


Perce { 
I i ¥ 
lier ct 
Age ! 
) ) l 

2 > 62. 482 2.2 
x x ( ) 47 gO ORB 1. ¢ 

t ) r 4 ? 617 2 ( 10) { ) 

{ t 2 t 

l S.}4. 14, 6S 
“ 43,5 2 208 1.6 
821 8 
t 243, 5 8.4 
2,2 2 2 107, 271 1.4 
24 Ot : j 95 190, 029 "a 
( t i 


Dr. Suryock. This excess varied from 7.5 percent for white males 
to d12 percent for nonwhite females. The age g yroups re ported as 70 
to 74 and 75 years und over in 1950 also e xceeded the expected hum- 
ber, although by not so much. On the other hand, there were fewer 
than expected at 55 to 59 and 60 to 64 years cane but the deficits here 


were hot el ough to account for the excesses above 65. The same kind of 
relationships were found in 1940 when comparisons were made with 
the same cohorts in 1930. \oain, the inconsistencies were mue *h worse 
in the ease of the nonwhite population. 

‘These comparisons ao not necessarily indicate that, for example, 
the number of person reported as 65 to 69 years old in the 1950 census 
was higher by 440,000, or 9.4 pere than the true number. It is true 
that one explanation of these Saclenen icies may be that people aged 
55 to 64 tend to overstate their ages. It has been suggested that this 
tendency exists because some middle-aged persons want to appear to 
be 65 or over because t] ey have already Cc Deel or intend to claim, 
certain social-sec uLrity benefits prematurely. 

Opposed to this theory is the fact that roughly the same pattern of 
inconsistencies 1s found when the 1930 and 1920 censuses are compared, 
The 1930 census was taken 5 years before the Social Security Act was 
passed. In 1950, for example, the enumerated number 65 to 69 ex- 
ceeded expectations by 6 percent for native white males, 7 percent for 
native white females, and 14 percent for nonwhite females. Nonwhite 
males aged 65 to 69 were slightly short of the expected number, on the 
other hand. 

Of course, it is posit le that the availability of the social-security 
benfits has intensi ifie «lan already existing tendency. It is also possible, 
however, that many people in late middle age 55 to 65—understate 
their age but give their correct age at the next census when the ‘vy are 
65 to 74 years old. eee re, enumeration may be persistently 
more complete in the older than in the younger age group. Finally, 
all of the factors listed ae may be playing a part. Thus we are not 
certain jt ust where the fault hes or wh: at ths true fioures are. 
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It would be useful to know how ages reported in censuses compare 
with ages of the same persons reported in social-security records. 
Some studies matching census records on the one hand and social- 
security records and birth certificates on the other are now in progress, 
but they have not yet yielded any definitive conclusions. 

The errors in the census age statistics are by no means great enough 
to impair the conclusion about the aging of our population. Misstate- 
ments above age 55 have no effect on the median age; that is, down 
around 30, The fact that the same kinds of errors seem to be repeated 
from one census’to the next permits us to have confidence in the gen- 
eral trends shown even though some of the absolute numbers may be 
unreliable. 

In making projections of the population, we have been able to take 
account of the understatement of the number of children at ages under 
5 since we have a fairly accurate measure of it. For example, it is 
assumed that the survivors of the 802,000 children missed in the 1950 
census will all be counted in the 1960 census when they are 10 to 14 
vears old. There is characteristically a rather accurate count at these 
ages, , 

In the case of the middle aged and elderly, however, there are no 
available estimates of the true distribution by age. Hence, the pro- 
jections simply reflect the expected survivors from the age groups as 
reported in 1950, It is possible that the number actually counted in 
the 1960 census at ages 65 to 69 may again be 5 to 10 percent larger than 
the projected number simply because of such factors as misstatements 
of age and differences in completeness of coverage. 

[1I. Factors behind the aging of the population: The causes of the 
aging of the population must be sought in trends in births, deaths, and 


migration. The exact analysis of the relationships is very compli- 
cated; but, briefly, it may be said that the following have contributed 
to the rise in the median age: (1) Inereasing numbers of births several 
decades ago and decreasing numbers in more recent times down to 
about 1933; (2) the very great reductions in mortality; (3) the sharp 
curtailment of immigration, since the typical immigrant, when he 
enters this country, is younger than the average American. 

Let us look also at the increase in the population 65 years old and 
ovel by decades: 


It 
1 
Ni t fe 
10% \ y 8.2 
1910— f QR { 4.9 
19°0-30 1, 71 { 
193 10 y 0 
1940-50 251.000 16.0 


The average decennial increase from 1900 to 1950 was about 32 
percent for the elderly. Roughly this figure can be apportioned as 
follows, by cause : 


Percent 
Declining mortality after age 65 3% 
Declining mortality before age 65 f ; s 6 
Increasing immigration up to 1915 5 


Increasing number of births up to 1885 17 
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Because of later trends in births and in immigration, there is almost 
certain to be a considerable slackening of the decennial rate of increase 
of the aged in the latter half of this century as compared with the pace 
set in the first half. It may average as low as 15 percent per decade 
from 1950 to 2000. Future prospects are dealt with more specifically 
ina later section of this statement. 

IV. Trends in marriage and in age of parents: Trends in marriage 
and in age at marriage affect the number of new families formed and 
the number of subsequent births. The official series on marriages is 
compiled and published by the National Office of Vital Statistics, 
Public Health Service, Department of Health, Education, and Wel- 
fare. The number of marriages and the rate per 1,000 of the popula- 
tion are shown in table 6, annually from 1867 to 1952. 

(Table 6 is as follows :) 


TABLE 6.—Marriages and marriage rates, for the United States: 1867 to 1952 


{Rates per 1,000 population] 











Marriages Marriages ! 
Year Year 

Number Rate ? Number Rate ? 
1952 1, 562, 579 0.0 1909 897, 354 9.9 
1951 , 621, 159 0.6 1908 857, 461 9.7 
1950 , 667, 231 Ll. 1 1907 936, 986 10.8 
1949 579, 798 0.6 1906 895, 000 10.5 
1948 1, 811, 15: 2.4 1905 842, 000 10.0 
1947 1, 991, 878 13.9 1904 815, 000 9.9 
144¢ 2, 291, 045 16.4 1903 818, 000 10.1 
945 612, 992 2.2 1902 776, 000 9.8 
1944 452, 394 1.0 1901_. 742, 000 9.6 
1943 577, 050 L& 1900 709, 000 9.3 
1942 1, 772, 132 13. 2 1899 673, 000 9.0 
1941 695, 999 12.7 1898 647, 000 &.8 
1940 1, 595, 879 2. 1 1897 643, 000 s.9 
1939 1, 403, 633 0.7 1896 635, 000 9.0 
L938 1, 330, 780 0.3 1895 620, 000 8.9 
1937 451, 296 1.3 1894 588, 000 8.6 
1936 1, 369, 000 0.7 1893 601, 000 9.0 
1935 327, 000 0.4 1892 601, 000 9.2 
1934 1, 302, 000 0.3 1891 592, 000 9.2 
1933 098, 000 8.7 1890 570, 000 9.0 

1932 9R1, 903 7.9 1889 563, 000 y 
1931 1, 060,914 8. ISS88 5 5. 000 &. : 
1930 , 126, 856 9. 2 1887 513, 000 eh 
1929 1, 232, 559 10.1 1886 434, 000 9.2 
1928 182, 497 9.8 ISS85 507, 000 8.9 
1927 1, 201, 053 10. 1 1884 485, 000 &.8 
192¢ 1, 202, 574 10. 2 1883 501, 000 9.3 
19% 1, 188, 334 10.3 1882 484, 000 9.2 
1924 1, 184, 574 0.4 1R81 464, 000 900 
1923 1, 229, 784 11.0 1880 453, 000 9.0 
1922 1, 134, 151 10.3 1879 438, 000 8.9 
1921 1, 163, 863 10.7 1878 423, 000 &.8 
192) 1, 274, 476 12.0 1877 411, 000 8.7 
1919 1, 150, 186 11.0 1876 405, 000 8.8 
1918 1, 000, 109 9.7 1875 409, 000 9.1 
1917 1, 144, 200 11.1 1874 385, 000 8.7 
1916 1, 075, 775 10. € 1873 386, 000 9.0 
1915 1, 007, 595 10.0 1872 378, 000 9.0 
1914 1, 025, 092 10 1871 359, 000 &.8 
19 1, 021, 398 10.5 || 1870 352, 000 8.8 
1912 1, 004, 602 10.5 1869 348, 000 &.9 
1911 955, 287 10. 2 1868 345, 000 9.0 
1910 948, 166 10.3 1867 357, 000 9.6 


Includes estimates for some States. For 1951 and 1952 represents marriage licenses only 
? For 1940 and 1950, based on enumerated population as of Apr. 1 of exch year; for oll other years, on esti- 
mated midyear populetion Population for all years excludes Armed Forces overseas 


Source of data, years prior to 1951: Vital Statistics of the United States, 1949, pt. I, tuble C, p. VIII, 1951. 
Years 1951 and 1952: Monthly Vital Statistics Report Annual Summary for 1952, pt. I, p.3 
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Dr. Suryock. There was a marked rise in the marriage rate during 
World War II, culminating in a peak in 1946, the year of heavy 
demobilization of the Armed Forces. From this peak of 16.4, the 
marriage rate has fallen to 10.0 in 1952. Even this is high as com- 
pared with rates in the 19th century. The changing age composition 
has been favorable to a high marriage rate; but, for the last several 
years and for the next several years, there are and will be relatively 
small numbers in the most marriageable ages. 

National data on age at marriage are not available from the Na- 
tional Office of Vital Statistics because most of the States do not 
compile such information. Fairly satisfactory estimates of the 
median age at first marriage can be made from population statistics 
by age and marital status, however. ‘These show a decline for grooms 
from about 26 years in 1890 to 23 years in 1952. Over the same 
period, the median age for brides dropped from 22 to20. The changes 
are perhaps more impressive in terms of the percentage in given age 
groups who are or have been married. Some selected figures on this 
subject are as follows: 


, Men Women 
Ave SO 
1952 | 1940 | 1890 | 1952 | 1940 1890 
; = . i | = ee eae 
14 to 19 years be c ad 3.5 1.5 0.5 14,1 10.0 | 4 
20 to 24 years_..- a : oe, 2 ee 19.3 70.4 52.8 48.2 
25 to 29 years. __. ed i Te | 64.0] 54.0] 87.7] 77.2 74.6 





It will be noted that there was more change in the 12 years after 1940 
than in the 50 years before. 

The National Office of Vital Statistics has supplied table 7 on the 
median age of mothers of first births and of all births and the median 
age of fathers of all births. 


88458—53—pt. 1—-——3 
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(Table 7 is as follows :) 


TABLE 7.—Median age of parents, for birth-registration States: 1917-50 























Median age ! of mother Birth-registration States 

Median 

f of 
Year First All father— Number of | Percent of 
births births AT ee States | '0t?] popu- 

lation 

1950 22. 7 26.1 29.3 48 100.0 
1949 22.8 25.9 29. 2 48 100.0 
4% 22. 8 25.9 29. 2 48 100.0 
1947. 23. 1 26.0 29.3 4s 100.0 
194¢ 23.4 26. 4 29.9 48 100.0 
1945_. 23. 1 26.9 30.9 4s 100.0 
O44 23.1 26. 5 1). 2 48 100.0 
943 23.1 26.1 29. 7 48 100.0 
042 22.2 25.8 29. 4 48 100.0 
Eh wen 23.0 25.9 29. 7 48 100.0 
1940 23.0 26.0 29. 8 48 100.0 
1939 22.8 26.0 29.9 48 100.0 
938 22. 7 26.0 29.9 48 100.0 
1937 _.. 22.6 26.0 29.9 48 100.0 
dt 22.6 26. 2 30. 1 4s 100.0 
45 22.4 26.3 0.3 48 100.0 
934... 22. 4 6. 4 30.4 45 100.0 
933 22 26. 5 10.6 48 100.0 
YS2 2¢ 0). 7 47 95. 2 
1931_. 26.5 30. 7 46 94.7 
1930. 2.; 2¢ as 46 94.7 
1920_. Za. 2 26.6 30.8 46 94.7 
928 2:2 26.7 31.0 44 94.3 
927 22.3 26.9 31.2 40 87.6 
1926... 22. § 27.2 31.4 35 77.0 
1925... 22.6 31.4 33 76. 2 
1924 22. f 31.4 33 76.2 
1923 22. 7 31.5 30 72.4 
1922 22.8 27.4 31.4 30 72.3 
1921 _ . 22. 8 27.3 31.3 27 65. 2 
1920 29.8 : 31.3 23 59.7 
1919 22.9 31.9 22 58.6 
1918__. 22.9 11.3 20 53.4 
1917__- 22.8 31.2 20 53.5 
Figures for Massachusetts are included in computing average ages for ‘‘all births,’’ but excluded in 
computing average ages for first birth because this State did not require the reporting of birth order. 
Medians were computed from distri I live births by 5-year age groups. For 1918-32, excludes 







Maine, since the birth certificate of thi lid not require reporting the age of parents. 


Note.—In every year the Distriet of Columbia is in the area but is not included in the ‘“‘nunber of 
States.”’ 

Source: Department of Health, Education, and Welfare, Public Health Service, National Office of 
Vital Statistics. 


Dr. Suryock. There has been little change since World War I in 
the median age of mothers of first births, although it was slightly 
higher than usual during World War II. There have been slight 
downward trends, on the other hand, in the median age of parents of 
all births. 

V. Trends in immigration, emigration, and net migration : There has 
already been some discussion of the contribution of immigration to 
the growth of the aged population. Official statistics on immigration 
and emigration are published by the Immigration and Naturalization 
Service, Department of Justice. ‘Table 8 is adapted from table 11 
of that agency’s annual report for the fiscal year ending June 30, 
1952. 
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(Table 8 is as follows :) 


TABLE 8.—Aliens and citizens arriving and departing, and net migration, for the 
United States, years ending June 30, 1911-52 
{Data apply to the United States and its Territories and possessions. A minus sign (—) denotes 
excess of departures over arrivals] 


























Aliens admitted Aliens departed United States citizens 
ai Net 
Period | | migration 
on on- 

Immigrant adie Emigrant ih Arrived Departed 
1911 j 878, 587 151, 713 295, 666 222, 549 269, 128 349, 472 431, 741 
1912 R38, 172 178, 983 343, 262 282, 030 280, 801 353, 890 328, 774 
1913 1, 197, 892 229, 335 308, 190 303, 734 286, 604 754, 205 
1914 1, 218, 480 184, 601 303, 338 330, 467 286, 586 | 687, 065 
1915 326, 700 107, 544 204, 074 180, 100 239, 579 117, 278 
1916 , 826 67, 922 129, 765 111, 042 121, 930 137, 138 
1917 , 403 67,474 66, 277 80, 102 127, 420 217, 907 
1918 es 110, 618 101, 235 94, 585 98, 683 72, 867 184, 385 
1919 141, 132 95, 889 123, 522 92, 709 96, 420 218, 929 | —101, 719 
1920 430, 001 191, 575 288, 315 139, 747 157,173 194, 147 156, 540 
1911-20 5, 735, 811 | 1,376,271 | 2,146,994 | 1, 841, 163 1, 938, 508 2, 517, 889 | 2, 544, 544 
1921 5, 228 172, 935 247, 718 178, 313 271, 560 503, 284 
1922 ty , 556 122, 949 198, 712 146, 672 309, 477 21, 207 
1923 , 919 150, 487 119, 136 270, 601 510, 690 
1924 , 896 172, 406 139, 956 850 685, 988 
1925 , 314 164, 121 132, 762 323 247, S61 
1926 , 488 191, 618 150, 763 {80 266, 628 
1927 2()2, 826 180, 142 , 788 293, 225 
1928 5 193, 376 196, 899 429, 575 227, 655 
1929 , 678 199, 649 183, 295 431, 842 244, 942 
1930 , 700 204, 514 221, 764 462, 023 189, 026 
1921-30 4,107,209 | 1,774, 881 1, 649, 702 3, 522, 713 3, 519, 519 | 3,190, 506 

1931 97, 139 183, 540 229, 034 439, 897 446, 386 

1932 5, 576 139, 295 184, 362 339, 262 380, 837 15 

1933 23, 068 127, 660 163, 721 305, 001 545 

1934 29, 470 134, 434 137, 401 7 , O91 

1935 34, 956 144, 765 150, 216 282, 515 , 400 

1936 36, 329 154, 570 157, 467 318, 273 311, 480 

1937 50, 244 181, 640 197, 846 386, 872 390, 196 

1938 67, 895 184, 802 197, 404 406, 999 397, 875 

1939 82. 998 185, 333 174, 758 344, 438 333, 399 

1940 70, 756 138, 032 144, 703 258, 918 224, 727 
1931-40 528, 431 1, 574, 071 459, 738 1, 736, 912 3, 365, 432 3, 357, 936 &6, 652 
1941 « 008 17,115 71, 362 175, 935 168, 961 70, 281 
1942 2, 457 7, 363 67, 189 118, 454 113, 216 41, 924 
1943 ,117 5, 107 53, 615 105, 729 62, 403 89, 446 
1944 , 641 5, 669 78, 740 108, 444 68, 525 | 102, 702 
1945 M4, 247 7, 442 | 85, 920 175, 568 103, 019 181, 553 
1946 . 3, 469 18, 143 186, 210 274, 543 230, 578 151, 802 
1947 Li 6, 305 22, 501 300, 921 437, 600 451, 845 176, 020 
1948 76, 006 20, 875 427, 343 542, 932 478, 988 262, 302 
1949 272 24 586 405 503 620, 371 | 552,361 | 273,510 
1950 426, 837 27, 598 429, 091 663, 567 | 655, 518 227, 384 
1941-50 1, 085, 039 | 2, 461, 359 156, 399 | 2, 105, 894 3, 223, 233 | 2,880,414 | 1, 576, 924 
1951 205, 717 465, 106 26, 174 446, 727 760, 486 667, 126 291, 282 
1952 265, 520 516, O82 21, 880 487, 617 807, 225 | 814, 289 265, 041 
Total, 1911-52. 11, 877, 727 | 8,167,770 | 3,856,261 | 8,268,015 | 13,617,597 | 13, 757,173 | 7,781, 645 


Source: Adapted from Annual Report of the Immigration and Naturalization Service for the fiscal year 
ended June 30, 1952. 


Dr. Suryock. It covers the United States and its Territories and 
possessions. The peak years for immigration of aliens during this 
period were just before World War I when the flow exceeded a million 
persons a year. Since the quota legislation went into effect in 1924, 
the highest figure for immigrant aliens has been about 335,0000 in 
1927. “Nonimmigrant” aliens, as the Immigration and Naturalization 
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Service calls them, are those not intending to settle in the United 
States, and “nonemigrant” aliens are returning “nonimmigrant” aliens 
plus other aliens going abroad temporarily. Movements of members 
of the Armed Forces and of illegal migrants, such as “wetbacks,” are 
not included. In the latter part of the period, the movements of 
citizens have been much larger than those of aliens. Considering the 
balance of all the types of movement shown in the table, we find that 
there was a net outflow from the United States only during World 
War I and the depression of the thirties. ; 

Since all the other material in this statement deals with continental 
United States, excluding the Territories and possessions, table 9 has 
been included to show the estimated net movement of civilians to con- 
tinental United States. These figures reflect the heavy migration from 
Puerto Rico in recent years. These figures are usually somewhat 
higher than those in the other series, but the trends are very similar. 

(Table 9 is as follows :) 


TasLe 9.—Estimated net civilian migration to continental United States: Years 
ending June 30, 1931-52 


[Afminus sign (—) denotes excess of departures over arrivals] 
Net civilian Net civilian 
Fiscal year ending June’30- migration | Fiseal year ending June 30 migration 

from abroad from abroad 

1952 285, 000 1941 : 74, 000 
1951 388, 000 1940 . 71, 000 
1950 320, 000 || 1939__- 97, 000 
1949__ : 350, 000 1938 43, 000 
Ro ae i 2 $ 309, 000 |} 1937.......-- Kicinnacieuee 11, 000 
1947 241, 000 Ry. ‘ arwwres 8, 000 
1946 ~ ; 100, 000 |} 1935... d i soul 6, 000 
1945 | 237,000 || 1934 c 4, 000 
1944 | 179, 000 || 1933 ‘ — 129, 000 
1943 ‘ | 141, 000 1932 : ean a wi --| —161, 000 
52 —19, 000 


1942____- Se ncn eee --| 52, 000 \ ER cote cbcnchadietnicnndecssneen | 


Source: U. 8S. Bureau of the Census, Series P-25, No. 71, and P-3, No. 10, and unpublished data. 


Dr. Suryock. VI. Projections of the population by age and sex: 

A. Methods and assumptions: The general method of making pop- 
ulation projections in use at the Bureau of the Census was developed 
by Warren S. Thompson and P. K. Whelpton, of the Scripps Foun- 
dation for Research in Population Problems. The Scripps Founda- 
tion made projections by this method as early as 1928. In 1934, 1937, 
and 1948, it prepared additional projections under contract with the 
National Resources Board and its successor agencies, the National 
Resources Committee and the National Resources Planning Board, 
respectively. The Bureau of the Census first engaged in the computa- 
tion of projections by this method in 1947, when it collaborated with 
the Scripps Foundation. 

Unlike earlier methods that projected the total population by some 
kind of mathematical curve, the present method analyzes the basic 
components of population change and projects them separately in the 
light of past trends in the United States and in the light of trends in 
other areas, such as parts of the United States or in foreign countries, 
Thus, assumptions have to be made about the future course of mortal- 
ity, fertility, and net migration from abroad, 
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More broadly, the projections of this type assume that there will be 
no major wars, epidemics, or natural catastrophes during the future 
period covered. Such events obviously cannot be foreseen, and pro- 
jections with an allowance for the impact of hypothetical major dis- 
asters would not have much value for planning purposes. In addition, 
the most recent projections by the Bureau of the Census assume no 
major economic depression. ‘These are as yet unpublished, but the pro- 
rete in tables 10 and 11 are derived from that source. 

(Tables 10 and 11 are as follows:) 


TABLE 10.—Projections of the total population of the United States, including 
Armed Forces overseas, by selected age groups and sez, as of July 1, 1955-75, 
with estimates for July 1, 1950 


[In millions] 


Ave and sex 1950 | 1955 1960 1965 1970 1975 


BOTH SEXES 





6 through 13 years et 19. 6 24.6 29. 4 | 
14 thr gh 17 years 8.4 9.2 11.2 | 14.3 
18 thr ugh 44 years 61.5 | 620 | 629 66. 4 72.3 
18 yea d over 104. 6 109.5 | 115.2 122.9 133. 1 
21 years “ over 98. 0 103.0 | 107.8 | 113.6 mi | «wes 
65 years and over } 124 | 14.0 15.7 | 17.3 | 18.9 20.7 
Ratios | 
18-44 to 65+ Te 4.97 | 4.44 4.01 | 3.83 83 
65+ to 21-4 _ | - 126 | 136 146 153 155 | . 157 
65+ to 18+ 118 | 128 | 136 | 141 . 142 
Average number per year reaching given | | | 
age during succeeding quinquennium | | 
18 years | 3.2 | 2.4 2.9 3. 6 
65 years 1.1 1.3 14° | 1.5 1. € 
68 years 1.0 | se } 1.2 } 1.3 | 1.4 
| | | 
MALE 
i 
18 through 44 years 30.4 | 30.¢ 31.2 33.1 36. 2 
18 vears and over 51.6 3. 6 56. 0 59. 5 64.3 
21 yea nd over J 48.2 | 50.3 52. 2 54.7 58.7 63.5 
65 years and over 5.8 | 6.5 7.3 7.6 8.1 8.7 
Ratios | | 
18-44 to 65+ | 5.21 | 4.74 4. 40 4.35 4. 48 
65+ to 214 121 129 | 136 . 139 138 137 
65+ to 184 113 121 . 126 | 128 . 126 | 
Average number per year reaching given 
age during succeeding quinquennium | | | | | 
18 years ea 1.2 1.5 1.9 = 5 Sed 
65 years J .6 .6 7 ee eee 
68 years = 5 | 5 5 re) 6 
| | 
FEMALE | | | 
| | | oo 
18 through 44 years } 31.1 91.4 | 31.7 33.3 36.0 
18 years and over_ _. 53. 0 55.9 59. 2 63. 4 68.8 | ; : 
21 years and over ‘ 49. 7 §2. 7 55. 6 58.8 63.4 68.7 
65 years and over 6.5 7.5 8.6 9.7 10.8 12.0 
Ratios | aid 
18-44 to 65+- 4.77 4.18 3. 68 3. 42 3. 34 
65+ to 21+ . 131 . 142 155 | 165 .170 17 
65+ to 18+ 123 | . 134 - 146 | 153 157 
Average number per year reaching given | | 
age during succeeding quinquennium: | | | 
18 years... 1.1 | 1.2 1.4 1.8 
65 years 6 | a 8 v 
68 years 5 6 | 6 | 7 | 8 
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TABLE 11.—Projections of the population 20 years old and over and alive on July 


1, 1950, by age and sex, for the United States: July 1, 1955 to 2000 


{In millions. Each estimate has been independently rounded from figures computed in thousands; hence 
the sum of parts may differ slightly from the totals shown 


Age at given date 


1955 1960 1965 1970 1975 1980 1985 1990 | 1995 2000 
and sex | } 
ROTH SEXES 

Total 105. 2 110. 2 116.3 125. 7 117.1 107.7 a7. 86.9 75.9 64.7 
20 to 24 years 10.8 11.3 13.5 17.3 - 
25 to 29 years 11.7 10.9 ll. 4 13.6 17.4 ° e 
30 to 34 years 12.4 11.8 10.9 ll 13. 6 17.5 
35 to 39 years 11.6 12.4 11.8 10.9 11.4 13.6 7.5 
40 to 44 years 11.2 11.6 12.3 11.7 10.8 11.3 13.5 17.3 ove 
45 to 49 years 10. 1 11.1 11.4 12. 1 11.5 19.7 11.1 13.3 17.1 
50 to 54 years &.8 9.8 10.7 11.0 11.7 11.1 10.3 10.8 12.9 16.5 
55 to 59 years 7.9 8. + 3 10.2 10.5 11.1 ). 6 1.8 10. 2 12.2 
60 to 64 years 6.7 7.3 7.8 8.6 9.4 9.7 10.3 9.8 9.0 9.4 
65 to 69 vears 5.3 5.9 6.4 6.8 7.6 8.3 8.5 9.0 8.6 7.9 
70 years and over 8.7 9.8 11.0 12.1 13. 1 14.4 15.8 16.9 18. 1 18.6 

MALE 

Total 51.4 53.4 56. 1 60. 5 55.8 50.9 45.6 40. 2 34.6 29.0 
9 4% 5.4 7 6.8 RR 
2 29 i 5k 4 6.8 8 
30 to 34 \ rs 6.1 s 4 5.7 6.8 8.8 
35 to 39 years 5.7 6.1 5.8 4 5.7 4.8 8.8 
40 to 44 vears 5.5 5.7 6.0 5.7 5.4 5.6 6.7 8.7 
45 to 49 vears 5.0 5.4 55 59 ef 5 5.5 6.6 8.5 
5O to 54 vears 4.4 4.8 5.2 5.3 t 4 5.0 5.3 6.3 8.1 
5 to 59 years 3. 9 4.1 4.5 4.8 4.9 2 5.0 iy 4.9 9 
60 to 64 year 3.3 3.5 3. 4.0 4.3 4.4 4.7 4.5 4.2 4.4 
65 to 69 vy 2. ¢ 2.7 2.9 l $ f a 3.9 3.8 3.5 
70 ver 3.9 4.3 4.7 0 3 7 6.2 6 6.9 ae4 

FEMALE 

I 2 3.8 6.7 60. 2 65. 2 61.2 1. 8 1.9 46.7 41.3 35. 7 
20 { f 6.7 &.5 
2 29 { $ 7 6.7 8. 
30 to 34 6.3 6.0 5.7 6 8.7 
35 to 39 vears 5.9 6.3 6.0 5.5 5.7 6.8 7 
40 to 44 ye s 5.7 5.9 6.3 5.9 F 5.7 6.8 8.6 
4 19 years ] 7 ’ 6.2 9 4 . 6 6.7 8.6 
x) 54 years 1.5 ». 0 ¢ 5.7 6.1 58 5.3 5 6.6 8.4 

rs 4.0 41.3 4.9 4 6 7!) 5.6 5.1 5.3 6.3 

( 4 irs 3.4 . 4.1 4.6 1 1.3 5.6 5.3 4.9 5.0 
65 to 69 2.8 3.1 3.5 3.7 4.2 4.7 4.8 5. 1 4.8 4.4 
70 year nd over 4.8 5.5 6.3 7.0 7.8 8.6 9.6 10.4 11.2 11.5 


Dr. Suryock. Specific assumptions have to be made about the 
following: 

1. Mortality: Death rates for specific age-sex-color groups are pro- 
jected into the future. Errors in this component of change have con- 
stituted a relatively minor part of the total error, although there has 
been a slight tendency to understate the improvement. Moreover, 
fairly large errors in mortality rates involve only small errors in the 
complementary survival rates at most ages and it is the latter that are 
important in projections of population. 

Fertility: Birth rates by age and color of mother are projected 
separately. These have constituted the major source of error in the 
population projections and also represent the major uncertainty for 
the future. For more than a century these fertility rates were declin- 
ing and the decline was accelerated by the depression of the thirties. 
With World War II and the postwar period of prosperity, fertility 
rates have regained part of their decreases. They have now stayed 
at a relatively high level for 6 or 7 years. The real issue is whether 
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the historic decline has been checked and married couples have changed 
their attitudes toward the number of children they will have. One 
point of view is that the present high level represents mainly a making 
up of depression deficits in childbearing, plus borrowing from the 
future, that has been brought about by the change tow ard an earlier 
average age at marriage. It is generally agreed that, with the greatly 
expanded “knowledge and use of family limitation practices, fertility 
is now very sensitive to economic conditions. Hence, another depres- 
sion would almost certainly lead to a sharp drop in fertility rates. It 
is hoped that a study of the fertility histories of specific cohorts of 
women (i. e., fertility rates for women born in each calendar year at 
ach year of their age during their childbearing period) may result 
in more insight into how and why the size of completed families and 
the spacing of children have been changing. So far, such research is 
large ly in the planning stage, however. 

Migration: Assumptions must be made about the net immigra- 
dion (or emigration) from abroad in future years and about the age, 
sex, and color composition of these migrants. The percentage errors 
in these assumptions are probably even greater than those in the case 
of fertility assumptions. Fortunately, however, migration is such a 
minor contributor to total population growth at the present time that 
these errors have but little impact on the projected population. 

4. Consistency of census data: Insofar as projections must be 
checked for accuracy against the results of subsequent censuses, the 
assumptions that a cohort will be underenumerated to the same extent 
in successive censuses and that its members will report their age con- 
sistently at successive censuses are potential sources of error. The 
major problems here were discussed in section II. Inconsistencies in 
age reporting by the same persons at successive censuses are at a maxi- 
mum for those in late middle age and in old age. These inconsisten- 
cies lead to errors in projections of the aged population. 

In the 1943 report presenting population projections,® Thompson 
and Whelpton wrote as follows: 

It is to be emphasized that they are not predictions of future population size. 
They are, strictly speaking, merely statements of what the size and the sex, age, 
eolor, and nativity composition of the population would be at specified future 
times if birth rates, death rates, and immigration were to follow certain specified 
trends. The purpose of the estimates is to show the approximate range within 
which future population would fall under the influence of current trends, rather 
than to arrive at a single most probable figure. 

Again, when the Bureau of the Census and the Scripps Foundation 
prepared a report together in 1947, the following warning was 
included : 

The primary function of the forecasts is to show what the size, and the color, 
nativity, age, and sex composition of the population would be at specified future 
times if birth rates, death rates, and immigration were to follow certain specified 
trends. The fertility and mortality assumptions have been chosen with regard 
to what is known about past trends of vital rates in various countries and the 
factors influencing them, and are believed to be reasonable. Nevertheless, it is 
certain that the actual course of fertility and mortality rates will differ from 
these assumed trends. In consequence, the forecasts cannot show the exact size 
of the future population, nor just what its color, nativity, age, or sex structure 
will be." 


* National Resources Planning Board. Estimates of Future Population of the United 
States, 1940-2000. U.S. Government Printing Office, Washington D. C., 1943, pp. 3 and 4. 

™U. S. Bureau of the Census. Forecasts of the Population of the United States, 1945-75. 
U. S. Government Printing Office, Washington, D. C., 1947, p. 2. 
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This point of view is the characteristic one in the official publications 
on population projections. Whenever time has permitted, more than 
one set of projections has been prepared in order that the effects of 
varying the assumptions might be illustrated. Sometimes, the ex- 
treme values among these sets have been described as representing 
roughly the range of reasonable limits within which the future size 
of the population should fall. Sometimes, too, the series based on 
medium assumptions have been interpreted as being more likely than 
the series based on high or low assumptions because the figures occupy 
an intermediate position in the range. This last has not been the 
characteristic official point of view, however. To quote from a more 
recent report of the Bureau of the Census: 

In the use of these projections, serious thought should be given to the matter 
of selecting the figures which best serve a given purpose. Too frequently a 
medium series is used when it would be more appropriate to use the high and 
low series. Policies and plans the formulation of which requires data on future 
population size should take into account the whole range within which the true 
figure is likely to fall, not simply a single series.* 

Whenever the staff of the Bureau of the Census feels that it can 
designate a most probable series of projections with some confidence, 
such information will be given to the public. Meanwhile, especially 
in view of the lack of consensus as to the future course of fertility, 
it seems best not to give the public an unjustified confidence by acced- 
ing to its urgent requests for a most probable series. In fact, in the 
four sets of projections now being prepared for publication, even the 
designations of “high,” “medium,” and “low” series have deliberately 
been avoided, since the extremes of these sets are not necessarily re- 
garded as defining the range of reasonable possibility. 

B. Accuracy of past projections: Projections of population that 
have been published in the past may be checked against figures from 
decennial censuses and from current population estimates. We will 
consider first the population of all ages and then will give separate 
attention to the cohorts that were living at the time the projection was 
made and to those that were born after the projection was made. The 
publication date may make the. distance from the “target” seem 
shorter than it actually was. In most cases, the latest data used as a 
base for the projections were for 2 or 3 years prior to the publication 
date of the report. 

Whelpton’s single projection of 1928 was only 0.9 percent above the 
total population of 1930. 

The projections were also mostly fairly accurate in terms of the 
1940 census. Whelpton’s 1928 projection just referred to was the 
furthest off, 5.2 percent too high, which relationship would have been 
expected because it was the earliest. Other projections made by the 
Scripps Foundation were published in 1931, 1933, 1934, and 1937. The 
errors of these ranged from 0.5 percent too low to 2 percent too 
high. Several were off by only 0.1 percent (one-tenth of 1 percent). 
Where high, medium, and low series were shown, the medium projec- 
tion was the most accurate. Despite the depression, trends in mor- 
tality and fertility during the thirties were roughly in line with those 
in prior decades so that the assumptions turned out to be fairly 
realistic. 





*U. S. Bureau of the Census. Current Population Reports, Population Estimates, Series 
P-25, No. 48. Illustrative Projections of the Population of the United States, 1950-60, 
August 10, 1950, p. 7. 
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The story of the projections to 1950 was quite different, however. 
During the forties, as has been pointed out, there was a major and 
unt inticipated reversal in the course of fertility rates. This time the 
1928 projection was the best among those cited Just above, having been 
high by only 0.2 percent. All others were too low, ranging from 1.7 
to 9.9 percent below the enumerated value. In addition to the pro- 

ections published during the 1930's, there were also projections pub- 

{Sted in 1943, 1947, and 1949. Here, accuracy increased with re- 
cency; but all were too low, even those series labeled “high.” The 
deficit ranged from 1.2 to 6 percent. 

Finally, “projections published by the Bureau of the Census in 1949 
and 1950 included annual figures to 1960. For the population includ- 
ing Armed Forces on July 1, 1953, the high series of 1950 was above 
the current estimate by 0.6 percent. Other projections fell short by 
from 0.8 to 4.2 percent. 

The record is considerably better when we consider only those 
cohorts living in the year when the projection was published. For 

these projections, of course, no assumptions had to be made about 
births. The age group concerned is determined by the interval be- 
tween the date of the projection and the date at which the check is 
made. We may thus be concerned with persons 1 year old and over 
2 years old and over, and so on, up to about 15 years old and over 

The earliest available projections having age data in adequ: ite 
detail are those published in 1934. The 1934 projections were just 
about “on the nose” for the combined population 5 years old and over 
in 1940. The projections published in 1937 were also close for these 
age groups, the maximum error having been 0.3 percent. For persons 
15 years old and over in 1950, these two publications contained pro- 
jections that were too low by from 0.1 to 3.1 percent. The projections 
published in 1943, 1947, and 1949 have been checked against the 1950 
census for the number 10 years old and over, 5 years old and over, and 
1 year old and over, respectively. All the projections were a little 
low, but the maximum error was only 2.7 percent. Finally, as com- 
pared with current estimates for July 1953, projections published in 
1949 and 1950 deviated by from minus 1.3 percent to plus 1.3 percent 
for persons 5 years old and over. 

Among cohorts already born, the projections could be better or 
worse for specific age groups than for their total. The projections 
for the age group 65 years and over seem to have been furthest off from 
the decennial census values. All the projections examined were too 
low for the aged. In 1940, the shortages ranged from 6.4 to 7.2 per- 
cent. In 1950, they ranged from 8.5 to 11.8 percent. The main source 
of the discrepancies has not been errors in the assumptions as to mor- 
tality or net migration, but rather inconsistencies in reporting ages 
at the censuses of 1930, 1940, and 1950. In fact, it is quite possible 
that the projections for persons aged 65 and over are more accurate 
than the census counts for the same dates. 

It has already been stated that the projections for the cohorts born 
after the base date have made a poor record for accuracy in 1950. 
The projections of the number of children under 5 years old were 
reasonably good for 1940, however. The range of error here was from 
3.5 percent too high down to 8.1 percent too low, but one of the 193 
projections was off by only 1.1 percent. For 1950, however, the pro- 
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jections fell short by as much as 28.8 percent—1937 projection for 
those under 15 years old in 1950. The closest projection was too low 
by 12.1 percent. Even the 1949 projection was too low by about one- 
fourth for children under 4 years old in 1953. In the light of this 
record, more recent projections have included much higher fertility 
assumptions. 

What the recent projections show: Table 10 contains some as 
yet unpublished projections for selected age groups at intervals of 
5 years from 1955 to 1975. With a few minor exceptions, all figures 
apply to cohorts who were born in 1953 or before. A variety of 
assumptions as to mortality and migration from abroad was not made 
for these cohorts because of lack of time and because such assumptions 
have represented minor sources of error. 

The continuing increase to be expected among those 65 years old and 
over is evident. From 12,400,000 in 1950, their number rises to 20,- 
700,000 in 1975. Even the indicated increases may be too conserva- 
tive, however. If the same tendency on reporting ages occurs in the 
censuses of 1960 and 1970 as has occurred in recent censuses, the num- 
ber reported as 65 years old and over may be from 5 to 10 percent 
higher than the projected number even if the mortality and migration 
assumptions are correct. 

The age groups 6 to 13 and 14 to 17 are included to represent chil- 
dren of elementary-school age and high-school age, respectively. The 
18-to-44 group represents the prime ages of marrying and child- 
bearing. 

Although not shown here, four sets of projections have also been 
made during various assumptions about fertility. Considerable 
range is shown for the total population. It may exceed 200 million 
by 1975. All four projections result in large increases. In fact, fer- 
tility would have to drop well below the depression level in order for 
the a to fail to grow. Such a development seems highly 
unlikely. 

Furthermore, unless there is considerable decline in fertlity, the 
median age of the population will begin to drop again. From the 
present le vel of 30 years, it may drop to 27 or 28 by 1975. Fertility 
rates would have to drop by 1960 to roughly the level prevailing at 
the beginning of World War II to keep the median age at its present 
level of 30. On the other hand, a rise in fertility above the present 
high level would be required to halt the rise in the proportion of the 
aged in the total population. Persons 65 years old and over may con- 
stitute 9 or 10 percent of our people in 1975. The proportion of 
females in the population should also continue to rise slowly. For 
many years the reduction of death rates among males has lagged be- 
hind that among females. Even witha reversal of this tendency and 
a moderate narrowing of the sex differences in mortality, however, 
there should continue to be an increase in the proportion of females 
in the total population and especially in the elderly population. 

Chairman Curtis. Doctor, that concludes your main statement, 
does it? 

Dr. Suryock. Yes, sir. 

Chairman Curtis. Would the gentleman with you identify himself 
for the record, because you may w vant to assist in some of the questions. 
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Dr. Suevvon. Henry D. Sheldon, Chief, Demographic Statistics 
Section, Population and Housing Division, Bureau of the Census. 

Chairman Curtis. Dr. Shryock, I want to ask you a few questions 
about your paper. 

Turning to page 1, do your figures refer to the continental United 
States ? 

Dr. Suryock. Practically all of them do, Mr. Curtis. 

Chairman Curtis. Is Alaska included in the definition of the con- 
tinental United States ? 

Dr. Suryrock. For this purpose, it is not. 

Chairman Curtis. Do you exclude Hawaii, the Virgin Islands, 
Puerto Rico, the Canal Zone, and the other island possessions ? 

Dr. Suryock. Yes, sir. 

Chairman Curtis. In any of these figures have you excluded men 
and women in the armed services stationed overseas ? 

Dr. Suryock. Prior to 1950, of course, there were very few such 
persons, and we have excluded them, but the figures would be almost 
identical. Beginning in 1950, when the number of the Armed Forces 
abroad is appreciable, we have included them, except, where specifi- 
cally indicated, we give the figures excluding Armed Forces abroad, 
just to show what the difference is. 

Chairman Curtis. In other words, when you talk about the popula- 
tion, you are referring to the population of the continental United 
States excluding our insular possessions but including whatever 
servicemen and women may be overseas ? 

Dr. Suryrock. That is correct, except in a few cases where specially 
noted. 

Chairman Curtis. Turning to page 3, how many persons 65 and 
over were there in the United States according to the census of 1870? 

Dr. Surrock. About 1,150,000. 

Chairman Curtis. How many persons 65 and over were there in 
the United States according to the census of 1940? 

Dr. Suryock. About 9 million. 

Chairman Curtis. What percent raise is that? 

Dr. Suryock. That is a little short of 700 percent. 

Chairman Curtis. How many persons under 20 were there in the 
United States in 1870? 

Dr. Suryock. About 19,150,000. 

Chairman Curtis. How about 1940? 

Dr. Suryock. About 45,300,000. 

Chairman Curtis. What percent of rise is that 

Dr. Suryock. About 135 percent. 

Chairman Curtis. You say that the number of aged in this country 
has increased 700 percent from 1870 to 1940. This is a very striking 
figure. The percentage rise of those under 20, on the other hand, is 
only 135 percent. Does not the 700 percent increase lose a great deal 
of significance when we compare the increase in the absolute number 
of aged with the increase in the number under 20? That is to say, the 
number of aged rose from about 1 million in 1870 to about 9 million 
in 1940, but the number under 20 rose from about 19 million to 45 mil- 
lion. The percentage rise of the number under 20 is much less than 
for the aged, but in absolute numbers the increase of those under 
20 completely overshadows the increase in the aged; is that not true! 
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Dr. Suryock. I think it always pays, Mr. Chairman, to examine 
both the absolute and the percentage increase in figures of this sort. 

Chairman Curtis. How many persons 65 and over were there in the 
United States in 1950? 

Dr. Surrock. About 12,300,000. 

Chairman Curtis. That is about a thousand percent increase since 
1870; is it not? 

Dr. Suryock. That is correct. 

Chairman Curtis. How many persons under 20 were there in the 
United States in 1950? 

Dr. Suryock. About 51,200,000. 

Chairman Curtis. I would estimate that that figure represents an 
increase of roughly 270 percent, or thereabouts, over 1870; is that 
about right ? 

Dr. Suryock. I get 170 percent. 

Chairman Curtis. One hundred seventy ? 

Well, we both better check our figures before the record is made up. 
Are there these 1,000 percent and 700 percent increases of the aged 
in 1950 and 1940 over 1870 misleading, in a sense, in that the absolute 
increases in the numbers of those under 20 were so much greater than 
the increases of those 65 and over? 

Dr. Suryrock. I don’t think they are misleading to the statistician, 
but again I think it always pays to look at both kinds of increase or 
change when dealing w ith figures of this sort. 

Chairman Curtis. In table 2 you tell us that the young people of 
school age and preschool age from 1870 to 1950 increased from 19.2 
million to 51.2 million, or by 32 million youngsters. Meanwhile, the 
number of aged have increased from 1.2 million to 12.3 million. Does 
not this increase in the persons of school age and under, as compared 
with the rise in the number of aged, reveal a substantially larger 
growth in the demand for educational] facilities to be financed from 
public funds as contrasted with the increase in the burden of the aged ? 

Dr. Surrock. Certainly there is a larger numerical increase in the 
numbers of children of school age than in the case of the aged. Of 
course, there are additional problems in saying what this means in 
terms of potential financial burden on the country, what demands 
this might make dollarwise. 

Chairman Curtis. There are other factors. 

Dr. Suryock. That is an additional step. 

Chairman Curtis. On page 4, you give a crude measure of the 
burden of dependent aged upon those in the productive ; vears of life, 
that is, those 20 to 64. You show that there were 63 aged persons for 
every 1,000 persons in their productive years in 1870. You say that 
rose to 79 per thousand in 1900, and to 140 per thousand in 1950, 
What will the ratio be in 1960? 

Dr. Suryrock. We estimate about 167 per thousand. 

Chairman Curtis, What will it be for 1970? 

Dr. Suryock. About 176 per thousand. 

Chairman Curtis. In 1980? 

Dr. Suryock. Any of the subsequent census dates beginning with 
1980 would involve some assumptions about future numbers of births, 
and we have not made those here. 

Chairman Curris. That would be your answer with reference to 
1990 and the year 2000? 
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Dr. Suryrock. Even more so. 

Chairman Curtis. Your reasons for being unable to give an answer 
for those latter decades is based on the fact that there are certain 
unknowns that you cannot make an assumption on? 

Dr. Suryock. The range of uncertainty introduced by the assump- 
tions about births is far, far greater than the uncertainty involved 
in those estimates that I gave you for 1960 and 1970. 

Chairman Curtis. But for 1970, it will reach what, per thousand, 
did you say ¢ 

Dr. Suryock. One hundred seventy-six. 

Chairman Curtis. Now, a question or two about page 4. You refer 
to this measure as crude. Is that because there apparently always 
has been a substantial number of persons who work beyond the age 
of 65? 

Dr. Suryrock. Yes, sir; that is one reason. For example, last year 
about a quarter of the persons of both sexes 65 years old and over were 
actually in the labor force, and the proportion is, of course, consider- 
ably higher for men only. 

Chairman Curtis. It also may be because a large part of those peo- 
ple between 20 and 64 may be housewives who are not regarded as 
productive because they do not work for pay. Yet they work as hard, 
day after day, as anyone else. They are not listed in the working 
force, are they / 

Dr. Suryock. That is correct. 

Chairman Curtis. For somewhat similar reasons, would you not 
agree that a considerable number of persons had become self-support- 
ing before reaching the age of 20, and thus should not be regarded as 
dependents, and a considerable number of girls under 20 are already 
married and are housewives ? 

Dr. Suryock. Yes; there are some of both of those types. For ex- 
ample, among those 14 to 17 years eld, about 31 percent were in the 
labor force; 18 to 19, 65 percent were in the labor force. Of course, 
at those ages many persons in the labor force are not self-supporting. 
Many of them are part-time workers who are also in school, for 
example. 

Chairman Curtis. I think I understand why you used the expres- 
sion “crude measure.” You mean, do you not, that it is difficult to 
show precisely the number who are truly productive, on whom the 
burden of the aged folks rests? 

Dr. Suryock. That is correct. As a matter of fact, some slight 
amount of refinement could be introduced by using more precise age 
groups. For example, we took the number 68 years old and over 
instead of 65 and over and related that to the number 18 to 67, which 
I think is a little bit more realistic in terms of modern patterns of 
labor-force participation. You would get somewhat lower figures. 

I might just cite the corresponding ones. For 1870 you would get 43 
per thousand ; 1900, 52; 1950, 96; 1960, 116; 1970, 123. You see, “those 
ratios are lower, but they also do go up. 

Chairman Curtis. In determining the productive or labor force you 
would exclude Armed Forces, would you not? 

Dr. Suryock. As a matter of fact, in these figures which just give 
age groups the Armed Forces are included. 

Chairman Curtis. On page 7 you speak of a “cohort.” Will you 
define that again for me? 
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Dr. Suryock. A “cohort” again is the persons who start out life 
together, who are born in the same year or the same 5 years. For 
example, the people who were born in 1950 and will be 10 years old 
in 1960 and 20 years old in 1970 would be spoken of as members of 
the same cohort. 

Chairman Curtis. In other words, if there are a certain number 
born in 1950, you subtract the deaths and add the numbers who immi- 
grate into this country of that same age, and that should give you the 
number of 10-year-olds in the country in 1960? 

Dr. Suryock. That is correct. 

Chairman Curtis. In that connection, you say that there have con- 
sistently been more persons 65 to 69 that can be accounted for on the 
basis of the number of the age group 55 to 59 in the preceding census. 
How do you account for that ? 

Dr. Suryock. We can check that for the last 3 decades, and that 
is the case, particularly for the last 2 decades. I am not sure that 
we really know the full explanation yet. 

As suggested on pages 7 and 8, some of the factors that may be play- 
ing a part here are overstatements of age in the later census, under- 
statements of age at the earlier census, perhaps missing some persons 
55 to 59 years old in the earlier census, and possibly also errors in the 
death and migration statistics that we have to use. 

Chairman Curtis. Was this excess consistent among various groups 
in our population aged 65 to 69? 

Dr. Suryock. No, sir. If you were to look, for example, at the 
four groups of the population subdivided by sex and color, you would 
find a good deal of variation there. Just to cite the extremes, you 
would find the greatest excess above expectation among nonwhite 
females. 

Chairman Curtis. The greatest excess is among nonwhite females? 

Dr. Suryock. Yes, sir. 

Chairman Curtis. In other words, that is the group where more 
older people showed up than your previous census would indicate 
there were supposed to be? 

Dr. Suryock. Yes, sir; that was relatively the worst group. 

Chairman Curtis. In what segment of the population was there the 
least excess ¢ 

Dr. Suryock. There wasn’t too much difference between white 
males and white females, but the excess was a little less for white 
males. It was about 714 percent. 

Chairman Curtis. You say the excess in white males age 65 to 69 
in the last three censuses amounted to 6 percent in 1930, 5.7 in 1940, 
and 7.5 in 1950. Is that correct ? 

Dr. Suryock. That is correct. 

Chairman Curtis. In contrast, the excess of nonwhite females 
amounted to 14 percent in 1930, 55 percent in 1940, and 51 percent in 
1950. Does that mean that when you took the census in 1940, based 
upon the 1930 census the number of nonwhite females between 55 and 
59, subtracting the deaths and adding the immigrants, instead of 
coming out with the number you should, you actually counted 55 
percent more? 

Dr. Suryock. That is correct. 

Chairman Curtis. And almost the same thing, 51 percent, in 1950? 

Dr. Suryock. That is about the same. 
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Chairman Curris. How do you account for this sharp rise in the 
excess of nonwhite females in 1940 as compared to 1930? 

Dr. Suryock. Again, I think we really don’t have certain knowl- 
edge of the causes of these events. The fact that the excess over the 
expected was a good deal less back in the decade 1920 to 1930 before 
the Social Security Act was passed, has led some people to speculate 
that some people have deliberately been claiming older ages at sub- 
sequent censuses to be consistent with what they have previously 
told somebody else, or what they may have on record elsewhere. But 
at the present time, even though that may seem plausible, there is no 
certain proof of it. 

Chairman Curtis. If there is an excess of persons aged 65 to 69 
due to overstatements of age, would you not expect a deficiency equal 
in number for those in the age group 60 to 644 

Dr. Suryock. If overstatements of age were the only cause of this, 
you should have corresponding deficiencies in younger age groups. 
The overstatement could be greater than 5 years, however. Some 
of these people, some of the spurious ones 65 to 69, for example, may 
be those who are really only 55 to 59, and they have even more exag- 
geration than those who were really 60 to 64. 

Chairman Curtis. If an individual is 62 and he says he is 67, he 
increases the age group, but you should have one short over here in 
the younger group. It does not quite work out that way / 

Dr. Suryock. It doesn’t work out exactly that way. It is in that 
general direction but they don’t balance out exactly. 

Chairman Curtis. If the deficiency does not fully offset the excess 
of those 65 to 69, that leaves you with some persons 65 to 69 who are 
unaccounted for. How do you explain this? 

Dr. Suryock. Again, some of them may be people who are really 
under 60 years old, who have exaggerated their age by from 5 to 10 
years. Again, the fact that maybe. you had too few people reported as 
55 to 59 back in 1940 would have given you too low a base or spring- 
board to start off with in comparing 1940 and 1950. So that would 
exaggerate this excess. 

Then, finally, there are possible errors by age in the mortality 
records and in the immigration records that may be contributing. 

Chairman Curtis. Can an excess of aged persons be expected in the 
census of 1960? 

Dr. Suryrock. That again would seem to be a matter of speculation. 
If we have the same circumstances prevailing as we did in 1940 and 
1950, it would seem a plausible hypothesis that this thing might 
happen again. Of course, if the laws and regulations were radically 
different in 1960, the same thing might not happen. 

Chairman Curtis. How about 1970 and in succeeding censuses ? 

Dr. Suryock. I think the same general picture would apply there. 

Chairman Curtis. How do you construct a mortality table ? 

Dr. Suryock. I am not quite sure what you mean by a “mortality 
table,’ Mr. Chairman, but let’s say it is what is commonly known as 
a life table. Is that what you had in mind? 

Chairman Curtis. I think so. How do you construct that? 

Dr. Suryoox. The life tables that we started with in working up 
these projections, and also in getting the expected numbers from one 
census to another, were basically official life tables that come from the 
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National Office of Vital Statistics. What they do is take the death 
certificates by age, sex, and color, and count those up and relate them 
to the population of the corresponding ages, and compute mortality 
rates from them. 

Chairman Curtis. In view of the uncertainty as to the numbers of 
65 to 69 and even in the successively older groups, how can we rely 
upon the mortality rates based on these figures ¢ 

Dr. Suryock. I think that these errors in the census data are a 
potential source of error in the mortality rates themselves, but I think 
the figures may not be too far off for our purposes, for the following 
reasons: That is: the people in the National Oflice of Vital Statistics 
are aware of these biases in age statistics, and they do some smoothing 
of the raw mortality rates by standard actuarial methods to get a 
realistic picture. That is one factor. 

Secondly, there may well be some correlation in errors on the death 
certificates and errors on the census records, so that you get consisten- 
cies there which would tend to cancel out when you are computing 
rates, 

Then finally—and I tried to make this point in the paper, also— 
from the standpoint of projections, including projections looking for- 
ward over the last intercensal decade as well as projections into the 
future, the important thing is how many people are going to survive, 
not how many are going to die. What we want to know is how accu- 
rate are our estimates of the number of survivors. Even when you 
get up around 65 to 69 years old, if you look at the number who are 
going to survive 5 years, let us say, from 60 to 64 to 65 to 69—our 
projections, you will note, were set up at intervals of 5 calendar years 
into the future—that survival rate over a 5-year period, even at 
that advanced age, is as high as 84 percent. That means that 16 
percent, the complement to that, have died. 

Let’s say we have a pretty big error in the mortality rate. Let’s 
say the mortality rate is 10 percent off. That would be 10 percent of 
16 or 1.6. If you relate that error of 1.6 to the 84 surviving, you 
would have an error in your survival rate, and hence an error in your 
survivors, of less than 2 percent. 

At the younger ages, where survival is very much higher, 10 percent 
errors in mortality rates would have even less effect on your estimates 
of your survivors. 

What I am trying to say is that I think fairly gross errors in mor- 
tality rates can be tolerated here, and that these errors are not a 
major source of our difficulty in dealing with projections of the 
aged. 

Chairman Curtis. On page 9 you say: 

* * * it is assumed that the survivors of the 802,000 children missed in the 1950 
census will all be counted in the 1960 census when they are 10 to 14 years old. 
There is characteristically a rather accurate count at these ages. 

How are you able to verify the accuracy of the enumeration of those 
particular ages? 

Dr. Suryrock. There are several types of evidence behind that gen- 
eralization. I think the most important and conclusive is one based 
on comparisons with the numbers of births 10 to 15 years before. You 
will remember the way we found out that the number of children 
under 5 was underenumerated in censuses was to compare that number 
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enumerated with the number of births 5 years earlier, allowing for 
deaths and immigration again. If you do the same thing here for 
the 10 to 14 group, you come out very close indeed. It looks as if that 
group is very well enumerated. 

Chairman Curtis. Then when a census taker goes about and gets 
his information from neighbors and other people, he is going to be 
more accurate with a group of youngsters who are going to go out 
to school, than with babies who are at home. 

Dr. Suryock. That is apparently the case. 

Chairman Curtis. On page 14, you say the population projections 
assume no large wars. Why do you make that assumption ¢ 

Dr. Suryock. I think primarily, sir, because we feel that we can’t 
predict the onset of wars at any particular time. 

Chairman Curtis. How did World War II affect population ? 

Dr. SHryock. World War II had considerable effect on our popu- 
lation. In the first place, because of the defense boom and some other 
economic and psychological factors, we had the birthrate going up 
in the early 1940’s. Then as we had large numbers of persons over- 
seas, the birthrate dropped again in 1944 and 1945. Then, as the 
Armed Forces came back again and we had the heavy demobilization 
in late 1945 and through 1946, we had a very great rise in the birth- 
rate to a level that has been sustained, with only a slight drop, to the 
present time. Of course, there were about 300,000 or more deaths 
attributable to World War II. 

Chairman Curtis. There were certain vears in which the birthrate 
went up due to war causes, and then it went down, and then went up 
again ? 

Dr. Suryock. That is right. 

Chairman Curtis. But what was the overall effect of World War IT 
on our population ? 

Dr. Suryock. The overall effect was certainly greatly to accelerate 
the rate of population growth. 

Chairman Curtis. War accelerates population ? 

Dr. Suryock. At least that happened in the case of World War IT. 

Chairman Curtis. How about World War I? 

Mr. Suryock. The effects there were somewhat similar in type, but 
much less because of the shorter period of the war. We had fewer 
people under arms and fewer people overseas. 

Chairman Curtis. How about the Civil War? 

Dr. Suryock. I am afraid we don’t have a statistical record of that. 

Chairman Curtis. On page 19 you say: 

Despite the depression, trends in mortality and fertility during the thirties were 


roughly in line with those in prior decades so that the assumptions turned out to 
be fairly realistic. 


Then going back to page 15, line 2 from the bottom, you say : 

* * * another depression would almost certainly lead to a sharp drop in 
fertility rates. 

How do you reconcile those two statements ? 

Dr. Surrock. I guess the explanation lies in interpreting the word 
“roughly.” You see, for over 100 years we had fertility rates drop- 
ping. That was down through and including the depression. The 
depression accelerated this drop, but it was still a drop. 
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Chairman Curtis. We have had many depressions throughout the 
history of the country. Have these earlier depreations led to a sharp 
drop in the fertility rates in the United States ? 

Dr. Suryocx. Unfortunately, back in the 19th century, the vital 
statistics are so lacking that it is rather hard to make any appraisal of 
that. In 1921, which was a very short depression, you can’t see too 
much evidence of such a trend. However, you will recall that in late 
1949 we had a slight economic recession in this country, and subsequent 
to that the birthrate did fall off somewhat, to its lowest postwar level 
to date. 

Chairman Curtis. That was a leveling off from the peak in 1946. 

Dr. Suryock. It was leveling off, and then this was a dip below that. 

Chairman Curtis. On page 19 you refer to population projections 
published during the 1940’s, and you observe that accuracy increased. 
In making a popul: ition projection, is not the number of births that 
will occur in the time covered the significant factor in making the 
estimate ¢ 

Mr. Suryock. For the cohorts yet to be born; yes, that is certainly 
the case. 

Chairman Curtis. Did not the Census in a release in 1941 state that 
in 1950 the number of children under 5 would be 1014 million? Did 
they make such a statement back in 1941? 

Dr. SuHryock. This was not a projection of ourown. We were quot- 
ing one which had been prepared by the Scripps Foundation in 1937. 

Chairman Curtis. I am not investigating the Bureau of the Census. 
I was just wondering how these things | run. The release of the Scripps 
Foundation in 1937 said there would be 1014 million children under 5 
in 1950. 

Dr. Suryock. That is correct. 

Chairman Curtis. Did not the forecast in 1946 for 1950 fix the 
number of children under 5 at 12.1 million ? 

Dr. Suryock. Yes, sir; however that was only one of the projec- 
tions that we published at that time. For this age range of children 
we published others, and their range was from about 11,700,000 up to 
13,500,000. I think the one you quoted was one of the “medium” 
figures. 

Chairman Curtis. When you took the census in 1950, you got 16.2 
million children; did you not? 

Dr. Suryock. That is correct. 

Chairman Curtis. How do you account for that? What was the 
factor missing that accounts for that discrepancy ? 

Dr. Suryock. I think the main factor there is this unanticipated 
reversal of the whole course of fertility that had been dropping for 
over a century, and had dropped particularly swiftly during the 
depression. As the combined result of World War II and the accom- 
panying prosperity and the high levels of income and employment 
that we have had during and since that time, the birth rates have gone 
up very appreciably and have continued to stay at that high level. 

Chairman Curtis. On page 20 you maintain that the accuracy for 
projections is much better when they are based on data for persons 
already living. That is because there has to be no estimate of the 
number of births to occur. 

Dr. Suryock. That is correct. 
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Chairman Curtis. May we have that chart brought forward and 
opened up now ? 

This chart has been drafted to show the data you have supplied 
which has come from the Bureau of the Census. What is the reason, 
Doctor, that there is no figure for children under 6 years of age in 
1960? You can go over there and point, if you wish. 

Dr. Surrock. These hollow bars at these dates reflect the fact that 
we haven’t at this time made any projections of births that will occur 
from 1953 on; and these heights here really don’t mean anything at 
all. The important thing here is the question mark. These are just 
unknowns. 

Chairman Crurtis. In 1970, those figures, of course, are not available 
for the number of our population that will be under 20. 

Dr. Surrock. That is right. 

Chairman Curtis. For the same reason, there are no figures in 1980 
and 1990 for age groups under 45. 

Dr. Suryrock. That is right. You see, it is moving on up, and we 
have three unknown bars here. 

Chairman Curtis. For a similar reason, when you reach the year 
2000 you have no figures as to what our population will be of people 
under 50. 

Dr. Suryock. That is correct. We have four unknown age groups. 

Chairman Curtis. Basically, that ties to the one thing: The number 
of births, which you just cannot predict. 

Dr. Suryock. You certainly can’t predict them with any good 
margin of accuracy. In the light of recent experience, we would have 
to say they are extremely difficult to predict. 

Chairman Curtis. Is it reasonable for me to conclude that we know 
progressively less and less about an increasingly broader segment of 
the population as we look ahead? Each decade we know less about it, 
and the closer it is to us the more we can predict with accuracy ? 

Dr. Suryock. That is certainly the case. 

Chairman Curtis. Without objection, this chart, and the support- 
ing data as well, will be received in the record. 

(The material referred to is as follows :) 


What we don’t know about the future United States population 


[Population in millions] 











Age | 1950 | 1960 1970 1980 1990 2000 
-_—— er —_—_—_—_|—_— = | 
Under 6_.-_.-. oT AMT ett aetna’ 19.0} (?) (?) (?) (?) (?) 
6 throuen 10... ..- ccm “ oan 32.4; (7?) |} (@) m | @ (?) 
20 through 44 Rs er 57.0} 58.0 64.9 i) se (?) 
46-theough-40-.-:== <5 -s2csec-osc20-000-.0-06% ; 9.1; 111 12.1/ 10.7] 13.3 (?) 
60 theomgn 64. . .....ncaceae-t5unsetto ‘ 8.2 9.8 11.0 | 11.1 | 10.8 16.5 
55 through 64 ; oe Powel 13.3 15.7 18.8 20.8 | 19.6 21.6 
66 through 60... ..ic0..eua. due : \ 5.0 5.9 6.8 8.3 9.0 7.9 
70 and over... oaen + n= 9 > tens 7.3 9.8 12.1 14.4 16.9 18.6 
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Chairman Curtis. On page 21 you say: 


The projections for the age group 65 years and over seem to have been 
furthest off from the decennial census values. All the projections examined were 
too low for the aged. 

Then you say: 

The main source of the discrepancies has not been errors in the assumptions 
as to mortality or net migration, but rather inconsistencies in reporting ages 
at the censuses of 1930, 1940, and 1950. 

First, I would like to ask you, What do you mean by “census 
values” ? 

Dr. Surrock. In this case, the actual published figures in the cen- 
sus volumes. 

Chairman Curtis. How do you know the discrepancies have not 
been due to assumptions as to mortality ? 

Dr. Suryock. I wouldn’t say that errors in mortality have not con- 
tributed, but I think by means of the little analysis that I went through 
a while ago, assuming a fairly large error in mortality rates, you can 
show that it would take an unreasonably large error in the mortality 
assumptions to account for this whole difference. 

Chairman Curtis. Are not your assumptions on net migration based 
in large part on legal entry and passport issues ? 

Dr. Suryock. That is true. 

Chairman Curtis. Do you allow for illegal entry and unreported 
departures ¢ 

Dr. Suryock. Not directly, since there is no information on that 
subject. 

Chairman Curtts. If the census made no errors in its assumption 
as to the mortality and net migration, would it not be forced to ascribe 
these discrepancies to inconsistency in reporting ages? 

Dr. Srryrock. Inconsistency in reporting ages, plus also actually 
counting more of these people in one census than at another census. 

Chairman Curtis. In your statement you said this: 

In fact, it is quite possible that the projections for persons aged 65 and 
over are more accurate than the census counts for the same dates. 

How is that possible ? 

Dr. Suryock. That would be possible if, by and large, persons re- 
ported more accurately on their ages at the earlier census when they 
were, let us say, 55 to 64 years old, and so on, than at the later census. 
So, because of the misstatements at the later census, you could get a 
more accurate estimate if you worked from the survivors of the 
earlier census where the reporting was more accurate. 

Chairman Curtis. How do you measure accuracy? You say the 
actual count is in error, but the projection is more nearly correct. 

Dr. Suryock. As you see, this is partly a bootstrap operation, in 
that you don’t have any absolute measure of accuracy. In fact, I am 
not saying that the projections are more accurate than the census 
reports, mind you. I am saying it is entirely possible, however, that 
they may be. 

Chairman Curtis. Would it be reasonable to conclude that we 
simply do not know the absolute numbers in each age group above 54? 

Dr. Suryock. That is correct. There is a margin of error on those, 
although I think I might point out that, if you take all persons 65 
years old and over as a class in 1950, the difference between the ex- 
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pected number and the number actually reported was about 6 percent. 
So it is a matter of how close you are. It isn’t totally ignorance, 
fortunately. 

Chairman Curtis. Has not your prepared statement shown that 
similar uncertainty about the absolute numbers in each case of the 
age groups above 5+ has bea n true in the previous census? 

“Dr. Survock. The same general pattern was found when we com- 
pared 1930 w ith 1940: yes. 

Chairman Curtis. Is it apt to occur in future censuses? 

Dr. Suryock. That, again, gets into the area of speculation. If 
the same general situations were prevailing and people had the same 
motives, and so on, it would seem quite possible that the same kinds 
of inconsistencies would recur in 1960 and 1970. But we certainly 
can’t say that this is a sure thing. 

Chairman Curtis. On page 18 you indicate that the Bureau of the 
Census no longer designates its projections as high, medium, and low, 
but offers in place of these 4 apparently unlabeled projections. 

Can you give us the circumstances and considerations that caused 
the Bureau to abandon these designations ? 

Dr. Suryock. There are several considerations there, Mr. Chair- 
man. Perhaps the simplest is that we prepared at this time 4 projec- 
tions, not 3. That number doesn’t lend itself, of course, very well 
to the high, medium, and low terminology. 

Another thing is that we felt this terminology was being misinter- 
preted, perhaps, as implying a mathematical range of proba ability, the 
taldard error, as the mathematical statisticians use it. But I think 
probably most important of all is the fact that we are less confident 
than we had been that the extremes of these 4 series really do delimit 
what you might call a reasonable range, since in the past the extreme 
projections in 1950 did not always catch the actual population figure. 
It fell outside of any of them. 

Chairman Curtis. Do you mean that future populations may be 
larger than the high or lower than the low? 

Dr. Suryocx. That is true. 

Chairman Curtis. Doctor, we will soon be through here. You have 
been very patient, and we appreciate it. 

At the bottom of page 4, you say 

Although such factors as the age of leaving school and the employment of old 
workers and of women can affect the real ratio of dependents to producers, the 
changing age profile imposes limits beyond which it is difficult for institutional 
forces to reverse the trend of the ratio of actual dependents to actual producers. 

What do you mean by the changing age profile? 

Dr. Suryock. Perhaps I can show that by reference to this chart 
again. These charts show for each date, bars proportional to the 
number of persons. We could have used the 5-year age groups or 
something else. By the profile, we are talking about the shape here 
of the whole set of bars. We say that that changes over time. 

Chairman Curtis. How does that impose limits? 

Dr. Suryock. It imposes limits, I think, in the biological sense. 
That is, you get ages below which and above which it is “impossible 
or at least very unlikely for persons to be self-supporting or in the 
labor force. 
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Take extreme cases. It is very unlikely that anybody under 10, or 
80 and over or 90 and over, would be self-supporting. 

Chairman Curtis. What are the institutional forces to which you 
refer / 

Dr. Suryrock. The institutional forces are simply some of those 
things that you have quoted, such as the customary age of school 
leaving, the age of retirement, and the extent to which married women 
are gainfully ‘employ ed, and other factors that are a matter of custom 
or law. 

Chairman Curtis. What do you mean when you say it is difficult 
for these institutional forces to reverse the trend of the ratio? 

Dr. Suryock. I am saying that changes in laws or customs with 
respect to these things couldn’t completely offset the biological re- 
lationships implicit in the age distribution itself. 

Chairman Curtis. For the earlier years, do we know the number of 
actual dependents and actual producers? 

Dr. Suryock. I am not sure that for any of these years we know the 
number of actual dependents or actual producers. It is a matter of 
definition. You could get successive approximations. Back to the 
census of 1870, we do have counts of the numbers of gainful workers 
by age and sex. We do know that. 

Chairman Curtis. Do we know any more about the number of 
actual dependents today ? 

Dr. Suryock. I think we have considerably more information in 
recent years that would contribute to approximating that. We have 
information about labor-force activity, hours of work, earnings, in- 
come, and so on, by age. 

Chairman Curtis. It still is not complete. 

Dr. Suryock. No. You would still be lacking in knowledge as 1 
whether people were actually self- supporting or were dependent, but 

certainly you could get a better approximation than from the age 
data alone. 

Chairman Curtis. Doctor, are you familiar with the article written 
by Joseph F. Davis entitled “Our Changing Population Outlook,” 
which appeared in the American Economic Review in June 1953? 

Dr. Suryock. Yes, sir, I have read that. 

Chairman Curtis. In there he says: 

Forecasts of births for any period of years are subject to very wide margins 
of error. Consequently, forecasts of the total population which nowadays 
depend heavily upon the number of births can be far wrong. In this sense, fore- 
casting births and the total population of the United States is impossible, for 
the present at least, whether for 5, 10, 25, or 50 years ahead. These are new and 
important truths which many are loath to recognize. 

Do you agree that recent population developments are new and 
important truths? 

Dr. Suryock. Yes, I think these population developments are ex- 
tremely important, and that they weren’t by any means anticipated 
before they occurred. 

Chairman Curtis. Without objection, we will insert the entire 
article in this record. 
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( The article referred to is as follows: ) 
{American Economic Review, June 1952, Vol. XLII, No. 3] 
Our CHANGED PorpULATION OUTLOOK AND Its SIGNIFICANCE 
By Joseph S. Davis 


The population of the continental United States has radically changed in 
numbers, age composition, and marital composition since 1940. Numbers alone 
nereased by about 25.1 million in the 12% years from September 1, 1939 to 
March 1, 1952. The most striking increases were in young children under 5, 10, 
and 15 and in persons 65 and over. The number of married couples has greatly 
risen while the proportion of single persons 14 and over has impressively de- 
clined. More important, accumulating data leave no room for doubt that our 
population outlook has undergone an astounding if not revolutionary reversal 
in 1947-52. 

American demographers, official and unofficial, are increasingly recognizing 
these facts,’ although they have been slow to acknowledge the upset of their best 
forecasts and their firmest convictions, and are naturally reluctant to go on 
record with revised ones. But the character and extent of the changes, and 
their profound economic and social significance, are not yet generally realized 
in academic and business circles. Obsolete views based on obsolete data are 
‘ommon in text and reference books in current use, and keep appearing in new 
scholarly books, articles, book reviews, and manuscripts. In the social sciences 
there is a serious lag between exposure of significant error and its correction in 
professional literature and university classrooms. In this area of fundamental 
importance for much economic analysis, the economic journals have hitherto 
‘ontributed almost nothing to overcome the lag. 

Though government and business economists are more alive to the changes, 
Drucker recently went so far as to say: “In every important respect—in total 
numbers, in age distribution, and in employability—the actual development of 
our population is almost the exact opposite of that on which many managements, 
largely without conscious realization, base their capital investment, their prod- 
uct development and marketing, and their employment practices.” ? 

The 1950 annual report of the Bank for International Settlements contains 
this striking sentence: “It has proved singularly difficult . . . to liberate men’s 
minds from the hold which prewar ideas and policies had obtained over them.” * 
This is emphatically true in the limited field here under consideration. 

The primary purpose of this article is to summarize the evidence of the popu- 
lation changes that have already occurred, in contrast with expectations of the 
foremost experts, and to indicate what can—and what cannot—be reasonably 


*The author is director, Food Research Institute, and professor of economic research, 
Stanford University 

1 Significant references include: Jacob S. Siegel and Helen L. White, Illustrative Projec- 
tions of the Population of the United States, 1950 to 1960, Bur. Census, Ser. P—25, No. 43, 
Aug. 10, 1950; Harold F. Dorn (Nat. Inst. of Health), ‘Pitfalls in Population Forecasts 
ind Projections” (read at association meetings, Dec. 28, 1949), Jour. Am. Stat. Assn., 
Vol. LXV (Sept., 1950), pp. 311-34: Margaret J. Hagood and Jacob S. Siegel, “Projections 
f the Regional Distribution of the Population of the United States to 1975,” Agr. Econ. 
Res. (Bur. Agr. Eeon.), Vol. III (Apr., 1951), pp. 41-52: Frank W. Notestein, “Popu- 
lation,” Scien. Amer., Vol. 185 (Sept., 1951), pp. 28-35; Louis I. Dublin and Mortimer 
Spiegelman, “Health Progress Among Industrial Policy Holders, 1946 to 1950,’’ Soc. 
Actuaries Trans., Vol. III (Sept., 1951), pp. 294-328 (the Metropolitan Tife Ins. Co. 
Stat. Bull., for which they are primarily responsible, has in recent years amply recognized 
the change): Henry S. Shryock, Jr., “Redistribution of Population: 1940 to 1950” (read 
at association meeting, Dec. 27, 1950), Jour. Am. Stat. Assn., Vol. XLVI (Dec., 1951), pp. 
417-87: P. K. Whelpton and J. V. Grauman, “Population: Prospects and Problems in 
1960.” Dun’s Rev. (Jan., 1952), pp. 13-14, 60-74; Clyde V. Kiser, ‘‘Fertility Trends and 
Differentials in the United States,” Jour. Am. Stat. Assn., Vol. XLVII (Mar., 1952), pp. 
25-48 

? Peter F. Drucker, “Population Trends and Management Policies,” Harvard Bus. Rev., 
Vol. XXTX (May 1951), pp. 73-88. See also his earlier popular article, “Are We Having 
Too Many Babies?” Sat. Eve. Post, May 6, 1950, pp. 40ff. 

* Fed. Reserve Bull., Vol. XXXVII (Sept. 1951), p. 1107. 
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asserted about further developments in the next few decades A second purpose 
is to bring out important aspects of the significance of the new outlook as com 


pared with the old, without pretending to exhaust this topic. If economists will 
only catch up and keep up with the basic demographic evidence, they will fine 
manifold applications in their individual work I have deliberately refrained 


from speculations about our “ideal population” or the state of the Americar 
economy and society in 1980 or 2000, to say nothing of extending my range to 
include the rest of the world: and I have not attempted to deal convincingly 
with questions about our ability to produce what the much larger population in 
prospect will want to consume. 


The conviction that the United States population would soon reach a virtual 
peak, and either table off or more probably decline, gained ground in the 1920's 
and became general by the end of the 1930's. The long-term decline in the birth 
rate was accelerated in the 1920's and 1930's births as well declined between 
1924 and 1936; immigration dried up in the 1930's; and the crude death rate 
of our “aging population” seemed to be approaching a minimum from which 
could only rise. One of the favored forecasts of 1938 (Chart 1, m/0) put ou 
peak population below 140 million, to be reached about 1960; another put it at 
about 154 million (mm), to be reached about 1980." Actually, the lower figure 
was passed in mid-1947, the higher in mid-1951 These and later forecasts rested 
cu trend analyses and extrapolations that time has proved thoroughly unsound. 

The same conviction persisted in the 1940's, though revisions were made i 
detailed projections and forecasts in 1948, 1946-47, and early 1940. As late as 
1947 one leading authority (Whelpton) viewed the prospective decline opti 
mistically: he considered our “economic optimum” population well below the 
current level, perhaps as low as 100 million.’ Another (Baker) viewed with 
vlarm the prospect, as he sized it up, that our population might fall to 100 millior 
Within a century, if not by the year 2000" As late as mid-1950, the standing 
official estimate of our peak population was 165 million, and a decline before this 
century's end was indicated. These convictions, forecasts, and opinions are 
now wholly obsolete. 


‘This paper, containing important fresh evidence, is essentially a sequel to my cor 
densed monograph, The Population Upsurge in the United States (Food Research Inst 
War-Peace Pamph. 12, Dee. 1949). Three other papers in 1949-50 grew out of the sam 
study: “Our Amazing Population Upsurge,” Jour. Farm Econ., Vol. XXXI (Nov. 1949) 
pp. 765-78; “Agriculture and the New Population Outlook” (Nat. Agr. Credit Com., Jan 
30, 1950, mimeo.) ; “Fifty Million More Americans,” For. Affairs, Vol. XXVIII (Apr 
1950), pp. 412-26 

° Of the long series of possible references, six will suffice : Raymond Pearl and Lowell J 
Reed, “On the Rate of Growth of the Population of the United States since 1790 and its 
Mathematical Representation,” Proceedings Nat. Acad. Sci., Vol. VI (June 1920), pp 
275-88: Louis I. Dublin, ed., Population Problems in the United States and Canada 
(Boston, Houghton Mifflin, 1926): Warren S. Thompson and P. K. Whelpton, “Ponula 
tion Trends in the United States.’’ Recent Social Trends in the United States (New York, 
McGraw-Hill, 1932): Lowell J. Reed. “Population Growth and Forecasts,” Annals Am 
Acad. Pol. and Soe. Sci., Vol. 188 (Nov. 1936), pp. 159-66, esp. p. 163; Nat. Research 
Com., Com. on Population Problems, The Problems of a Changing Population (Wash 
ington, May 1938): P. K. Whelpton, Forecasts of the Population of the United States, 
1945 to 1975 (Bur. Census, 1947) 

® The letters m, 1, and bh mean medium, low, and high, respectively. The first letter in a 
series such as m 1 0 refer to assumed mortality rates, the second to assumed fertility rates. 
The figures 0, 125, ete., refer to the assumed number of thousands of net in-migrants 
per year—including returned citizens, foreign visitors, and migrants from Puerto Rico and 
other outlying territories, none of whom cam properly be termed “immigrants.” 

The '38-——T and W projections are those of Thompson and Whelpton, in The Problems of 
a Changing Population, cited in footnote 5; the Census Bureau published the ’38 m m 0 
projection as its own ’41 forecast in Current Population Reports, Ser. P-3, No. 15, July 
23, 1941 The '46 projection was the Census Bureau’s advance publication (Ser. P—46, No 
7. Sept. 15, 1946) of one that later appeared in Whelpton, Forecasts, cited in footnote 5 
The °49 projection was the Census Bureau's own, given in Ser. P-25, No. 18, Feb. 14 
1949 The ’50 projections are in Siegel and White, cited in footnote 1. 

7 Whelpton, Forecasts, p. 64 

$0. BE. Baker, “The Population Prospect in Relation to the World’s Agricultural Re 
sources” (address at Columbus, Ohio, Dec. 27, 1946, before National Council of Geography 
Teachers). 

®The curve shown on Chart 1 as °46 mm0, which was not formally disavowed even 
by the new official projections of Aug. 10, 1950 
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Cuart 1.—Unirep States PoruLation, 1900-51, wiTH SELECTED 
Projections TO 1960, 1975, AND 2000° 
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“Latest revised official estimates of the mid-year population of the continental United 
States, including armed forces overseas, are indicated by the heavy solid line. The thin 
dashed line merely connects points for 1900 and 1950 and is extended to 2000. The other 
lines indicate selected projections. Sources of these, with interpretative comments, are given 
in footnote 6. 

While this article was being set up in type, the Census Bureau released a “provisional 


revision” of these projections for July 1, 1953-60. Current Population Reports, Ser. P-25, 
No. 58, Apr. 17, 1952. 


Chart 1 shows a continuous curve (heavy solid line) representing standing 
estimates of the population of the continental United States annually as of 
1 


July 1, 1900-51. In this period the population roughly doubled. A bulge appears 
in the 1920's. a flattening in the 1930’s, and a striking upsurge in the 1940's that’ 


S] vet terminated rhe decennial rate of inerease in 1940-50 was as-high 
ve] e in 1000 ) rate of natural inéréase (excess of births over 
thie » decades centering in 1900 


\ s of 17 | ‘ t far below tl e of 1900-10, 
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Chart 1 also shows two favored projections (m/l and mi) published in May 
L958, the Census Bureau forecasts of July 1941 and September 1946 (both mm), 
ind the Bureau's three “illustrative projections” to 1960, which in August 1950 
‘eplaced the standing official forecast.” Of these latest only the low projection, 
iased on assumptions that now seem unrealistic, fits roughly with the former 
forecast. The medium projection, as “unofficially” extended by the Census 
Bureau to 1975, points to 190 million in that year." Our actual population growth 
since mid-1950 more nearly approaches the growth indicated by the high pro 
ection,” which points to 225 million in 1975—though some of its assumptions 
now seem incredible. The wide range of 60 million between the low and the 
high projections for 1975 reflects chiefly the utter inability (only recently 
icknowledged) to forecast births beyond a year. ‘the Census Bureau now 
visely avoids use of the term forecasts, and rightly refrains from stressing the 
nedium projection 

The extent of the reversal of earlier expectations is underscored by the fact 
that our population increase in 1940-50 (July 1 basis, including armed forces 
overseas) was 19.6 million, whereas Hansen, in his impressive address of Decem 
ber 1938, had confidently expected it to be only 5-6 million.” The Census Bureau 

recast of mid-September 1946 indicated an increase of 4.6 million in the fou 
vears ending June 30, 1950. The actual increase was more than twice as large 
The Bureau's estimates released on February 14, 1949, pointed to an increase 
of 5.2 million in the three years ending June 30, 1951. The actual increase was 
nearly 50 percent larger. 

In this wholly unexpected and remarkably protracted recent upsurge, three 
factors all contributed: net in-migration substantially exceeded the forecasts, 
deaths fell below the numbers assumed, and births far outstripped the expected 
figures 

Net in-migration was generally ignored in the favored projections of 1937-47, 
though Whelpton was inclined to prefer the assumption of 100,000 per year 
The annual average for the decade 1940-50 was 160,000." The Census Bureau 
forecast of February 1949 assumed an average of 125,000 a vear, or a total of 
1,000,000, in the eight vears ending July 1, 1955 The actual total in the first 
three of these years was nearly 1,000,000. 

Despite the hazards of war, deaths in the calendar years of 1940—45 continued 
n much the same absolute level as in the preceding 30 years, with a peak in 
943 far lower than that in the influenza year 1918. Despite special hazards 
attending the high birth rates of 1946-51, and disproportionate increases in 
numbers of the elderly and aged, deaths in these six calendar years were only 
moderately higher (Chart 2). The crude death rate in each of the four years 
1948-51 was under 10 per 1,000. The age-adjusted death rate continues to 
decline, and in 1950 was less than one-half of that in 1900. Two leading au- 
thorities recently went so far as to assert that “no serious student of mortality 
vould guess when the death rate would reach a minimum and what it would be.”’ 

The most striking contrast between expectations and events, however, was 
n the number of births. The latest revised estimates are shown in Chart 2 and 
the accompanying table on page 311, which also shows crude birth rates for 
1909-51 

In both the fairly prosperous decade of the 1920’s and the depression decade 
if the 1930's birth rates and births declined to very low levels. Demographers 

unted upon the downtrend to continue, through at a slowing rate. Our involve- 
ment in World War II was expected to alter the course of births but, on th 
whole, to accentuate the downward “trend.” When the war years showed 











nstead a marked increase in births and birth rates, this was interpreted in 
part as “eatching up with arrears’ due to the depression, and in part as 
Sieg id White, op. cit., p. 7 (including armed forces overséas) 
Hacood and Siegel, op. ci ». 47 (excluding armed forces overseas 
2 True through February 1952, the latest month for which data are yet available. The 
actual increase in July—June 1950-51 was 2,664,000, as compared with 2,343,000 indicated 
by the mid-1950 medium projection and 2,874,000 by the high projection. The official 
forecast of early 194% (mm125 hasis) had indicated an increase of only 1,513,000 in 
1950-51 The official 1946 forecast had pointed to an increase of 4,380,000 in 1950-55 
18 “Alv H. Hansen, “Economie Progress and Declining Population Growth,”. Am. Keon 
R Vol. XXIX (March 1939), pp. 1-15. See ’38 ml0 curve on Chart 1 
‘Shryock, op. cit., p. 429, speaking of “net civilian immigration.” 


I Spiegelman, op. cit., p. 296 
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ng from the future” or advancing the timing of births otherwise 
to be expected. After hostilities ended, a postwar peak in births was correctly 
nticipated, but the 1947 figure proved very much higher than was forecast. 
his peak was confidently expected to be followed by a sharp and persistent 
iecline to and below the level of the 1930’s, and any deferment of this drop was 
expected to increase its severity when it came. Thus far the abrupt decline 
has not begun, and the hypothesis remains to be tested 


CHART 2.—BirtHsS AND DEATHS IN THE UNITED STaTes, CALENDAR YEARS 1910-51, AND 
“ILLUSTRATIVE PROJECTIONS” OF BIRTHS, 1949-50 TO 1959-60" 
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* Births data in accompanying table. Projections data from Siegel and White, 0; it 
p. 5 Deaths data for 1910—32, adjusted for underregistration, from Thompson and Whelp. 
ton, op. cit., p. 284; and from 1933, unadjusted, and excluding deaths in armed forces 
overseas, from annual and monthly public ations of the National Office of Vital Statistics 

Revised projections for years ending June 30, 1953-60, are given in the source cited 
under Chart 1 


The annual average of 3,663,000 births in the calendar yeurs 1946-51 is very 
high—25 percent above the prewar record plateau of 1914-24 and 54 percent 
higher than the prewar trough of 1932-387. It is difficult to find any historical 
precedent for so marked a rise from trough to plateau of births. Even more 
astounding, compared with expectations, 1951 births approximately equalled 
the 1947 peak. The moving 5-year total of births has been rising ever since 1937. 

The number of children under 5, which had been strongly expected to continue 
the decline of 1920-40, in April 1950 was 41 percent above the census-year peak of 
1920 and 55 percent higher than in April 1940. It has kept rising into early 1952. 
Whereas children under 5 had been firmly expected to constitute a continually 
declining fraction of our total population, this fraction has been rising for 
nearly 15 years. The number of children under 15 was smaller in 1940 than in 
1920. In 1940-50 it rose by 8 million or 24.1 percent. These facts are of mo- 
mentous significance 


omcrnemnetetniilily 
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Live births and birth rates, adjusted for underregistration, 1909-51? 


{Numbers in thousands; rates per 1,000 population] 


Year Number | Rate ? Year Number Rate * 









1909 2, 718 30.0 || 1932 2, 440 19.5 
1910 2, 777 30.1 || 1933 2, 307 18.4 
1911 ee 2, 809 29.9 || 1934 2, 396 19.0 
1912 2, 840 29.8 || 1935 2,377 18. 7 
1913 2, 869 29.5 1936 2, 355 18.4 
1914 2, 966 29.9 1937 2, 413 18.7 
1915 2, 965 20. 5 1938. . 2, 496 19. 2 
1916 2, 964 29. 1 1939 2, 466 18.8 
1917 2,944 28.5 1940 2, 558 19.4 
1918 2, 948 28. 6 1941 2, 701 20.3 
1919 2, 740 26. 2 1942 2, 988 22.2 
1920 2, 950 ry ie 1943 3, 102 22,7 
1921 3, 055 28.1 1944 2, 938 21.2 
1922. _. wht 2, 882 26. 2 1945 2, 858 20. 4 
1923 e eu evene 2,910 26. 0 1946 3, 411 24.1 
1924. . 2, 979 26. 1 1947 3, 818 26. 6 
1925 2, 909 25. 1 1948 3, 638 24. 9 
1926 2, 839 24. 2 1949 3, 650 24. 6 
1927 2, 802 23.5 || 1950 3, 628 24.0 
1928 9 674 92.2 1951 33, 833 25.0 
1929 2, 582 21.2 1952 

1930 2, 618 21.3 1953 

1931 2, 506 20. 2 


! For 1909-34, estimates of Whelpton, Seripps’ Foundation for Research in Population Problems; from 
1935, estimates of National Office of Vital Statistics in the Public Health Service of the Federal Security 
Agency. See the latter’s Summary of Natality Statistics, United States, 1949 (Vital Statistics, Special 
Reports, National Summaries, Vol. XXXVI, No. 1), May 14, 1951, p. 4, and sources there cited; and its 
Press Release FSA-D62, Mar. 6, 1952, giving revised figures for 1941-50. 

? For 1940-46, based on population including armed forces overseas; from 1947, based on population exclud- 
ing armed forces overseas. 

3 Preliminary. 


The recovery in crude birth rates has been greatest in groups (classified by 
income or economic status, education, urban-rural, ete.) where the preceding 
fall had been greatest.” Our recent birth rates, though low by various stand- 
ards, are very high in comparison with the specialists’ expectations for the past 
decade, and for the next as well. All three of the Census Bureau’s 1950 projec- 
tions imply declining birth rates in the 1950’s—the high series from 25.5 in 
1949-50 to 21.8 in 1959-60, the medium from 25.0 to 16.6, the low from 24.4 to 
13.9. The average age at first marriage has declined as the number of persons 
married has radically risen and the percentage of persons never married has 
fallen.” Between 1940 and 1950, while our population increased by nearly 15 
percent, the number of married couples rose by 24-26 percent. 

Chart 2 also shows, by fiscal years, the number of births assumed in the 
three 1950 official projections to 1959-60. Together, these reflect extreme un- 
certainty about the course of births in the 1950's. The low projection is in line 
with the views that have held sway for years. The medium projection is sim- 
ilar but implies a slower decline to a level well above that of the 1930’s. The 
high projection seems fantastic to most authorities, yet births since mid-1950 
have run closest to this projection. The eventual curve of births in 1950-60, 
however, will bear no Close resemblance to any of the three projections. 

It is still reasonable to expect within the present decade a trough in marriages, 
births, and population increase, in reflection of the trough of births in the 
1930's and the extent to which women have tended to marry younger in recent 
years. The depth and duration of this trough, however, will be greatly in- 
fluenced by the health of the American economy. Sharp declines in marriages 
and births may occur if we experience deep depression and severe unemploy- 
ment. If years of hard times should be prevented, the demographic slump will 
presumably be much less pronounced. 

With more assurance we can expect fresh upsurges in marriages and births 
beginning sometime in the 1960’s and extending well into the 1970's, unless these 
should be repressed by seriously unfavorable economic conditions. These com- 
ing demographic swings deserve prominence in our attempts at analysis of the 
future, along with economic fluctuations that are no less unpredictable. 





16 Kiser, op. cit., RP; 25, 37-48. ‘ 
17 Bur. Census, ‘Changes in Marital Status and in Number of Households: 1890 to 1951,” 


Ser. P—20, No. 35, Nov. 28, 1951. 
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For years demographers, biologists, economists, and other specialists have 
held the firm conviction that population “trends” are reliably predictable. Em- 
phatically, they are not. Baker wrote in 1930: “The population of the United 
States ten, twenty, even fifty years hence, can be predicted with a greater degree 
of assurance than any other economic or social fact, provided the immigration 
laws are not changed.’ If this be literally true, it is essentially misleading. 
Keynes, in his Galton Lecture early in 1937, put it thus: 

“* * * nerhaps, the most outstanding example of a case where we in fact have 
a considerable power of seeing into the future is the prospective trend of popu- 
lation. We know much more securely than we know almost any other social 
or economic factor relating to the future that, in the place of the steady and 
indeed steeply rising level of population which we have experienced for a 
great number of decades, we shall be faced in a very short time with a stationary 
or a declining level. The rate of decline is doubtful, but it is virtually certain 
that the changeover, compared with what we have been used to, will be sub- 
stantial. We have this unusual degree of knowledge concerning the future 
because of the long but definite time-lag in the effects of vital statistics.” 

Keynes did not specifically limit his observations to the United Kingdom, 
of which they still seem most nearly true. As generalizations, and specifically 
for countries as diverse as the United States, Canada, Australia, Japan, and 
India, they are utterly unsafe. 

Two of the persistent errors in this field are: (1) the willingness of the 
specialists to attempt to comply with urgent requests for estimates or forecasts 
that cannot be reliably made—many such demands should be resisted; (2) the 
tendency of users of such estimates and forecasts to ignore the qualifications 
with which they are hedged. Three other errors have been important in the 
past three decades. One has been the tendency for those who make estimates 
hased on assumptions to come to put faith in the results, ignoring their own 
awareness of the basic uncertainties. Another is the tendency to believe in a 
sort of trend magic; the very term “population trend” is deceptive and dan- 
gerous. A third has ben a conservative bias in connection with future births, 
deaths, and net in-migration. Surely it is impressive to find that our population 
at the beginning of 1952 was higher than had been indicated by the highest 
projections seriously presented in the whole period 1933-49. 

Forecasts of births for any period of years are subject to very wide margins 
of error. Consequently, forecasts of the total population, which nowadays 
depend heavily upon the number of births, can be far wrong. In this sense, 
forecasting births and total population in the United States is impossible, for 
the present at least, whether for 5, 10, 25, or 50 years ahead. These are new 
and important truths which many are loath to. recognize. 

Despite such limitations, there is a field for population forecasting that goes 
hevond mere multiplication and refinement of projections. First, forecasts of 
most age groups already born can be made subject only to reasonable margins 
of error, and for many purposes of important analysis these will suffice. Sec- 
ond, special attention should be focused on the size of groups reaching certain 
ages. such as the common ages of entering the labor force, marrying. child 
bearing (for women), and ceasing to be full-time members of the labor force.” 

On the basis of such clear evidence there is now ample reason for rejecting. 
for the calculable future, the entrenched convictions that our population is ap- 
proaching a peak from which a decline is more probable than even stability at 
that level. The grounds on which the former conviction was based have col- 
lapsed. No population peak of any size, at any date, is either in sight or safely 


10. E. Baker. “Population Trends in Relation to Land Utilization.” Proceedings Secon” 
Internat. Conf. of Agr. Economists (Menasha. Wis.. 1930), p. 284. In an address at McGill 
University in Jnly 1949. Baker frankly acknowledged the error of this and related con- 
victions that he had earlier expressed. 

”7. M. Kernes, “Some Economic Consequences of a Declining Population,’ Eugenics 
Rev. (London), Vol. XXXITX (Apr. 1937), pp. 13—17. 

“The margin of error in forecasting the size of upper age groups is much larger than 
has been hitherto realized, even for relatively short periods and ranch more for several 
decades ahead. Whelnton’s 1947 Forecasts (n. 49) indicated 11.306,000 aged @5 and over 
on Anril 1, 1950. on the basis of his most favorable assumptions (1 h 200). The Cenens 
reported 12.322.000 in this group, a difference of 1.1 million persons or 9 nercent. The 
Census Rurean'’s high projection nublished Aug. 10, 1950, indicated 11.680,000 in age 
groups 65 and over, for July 1. 1950. The Census figure for April 1. 1950. was 6 nercent 
hicher Parts of these differences were presumably due to unexpectedly favorable mor- 
tality experience in 1945—50. and perhaps an excess of older immigrants over the number 
assumed But Census experts attribute more to exaggeration of ages in the 1950 returns. 
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predictable. If continuation of the rate of growth of 1946-51 seems highly im- 
probable, we have no clear basis for predicting any other. Variations in rate 
of growth, within and over decades, are far more probable than smooth 
“trends,” mainly because of past and future shifts in the course of births. 

The number of deaths per year can be expected to rise in the coming decades, 
even if the age-adjusted death rate continues its decline. Net in-migration is 
still unpredictable, but it is no longer safe to assume, as the favored projections 
of 1938-47 did, that it will be negligible or nil. Short of a catastrophe greater 
than World War II, however, births will almost certainly continue to exert the 
dominant influence on our population growth, 

Whatever the population may prove to be in 1960 or 1970, there are strong 
grounds for expecting a new flood-of births and a fresh upsurge of population 
in the 1970's. Most of the girl babies born since 1940 will be bearing children 
in that decade. More than 96 percent will presumably survive to age 20. Most 
of these will marry. The median age at first marriage is now under 21. About 
half of the children are born before their mothers pass age 26. Such figures 
are, of course, subject to change, but there is no present ground for expecting 
such ‘radieal changes in habits, preferences, and social conditions as to dim the 
prospect of a rise in marriages even before 1970 and.an ensuing bulge in births. 
No really high birth rate—or even rates as high as those of recent vears—and no 
cessation of the persisting downtrend in really large families are implied. 

On such a basis, considering that our population passed 156 million early in 
1952,<in the vear 2000 it-is likely to be between 200 and 300 million, and an ex- 
cess over 300 million seems to me as conceivable as a falling short of 200 million 
With the reservations mentioned above, indeed, our population in 1980 seems 
to me more likely to be over 200 million than under it. These “guesstimates” 
suggest the sort of magnitudes that should now be envisaged instead of the 
Censns Bureau’s earlier peak forecast of 165 million and the Pearl-Reed figures 
of 175 million in the year 1980 and 185 million in the vear 2000. 

This revised prospect may seem pleasing to some, appalling to others. For 
better Or worse our economic, political, and social problems will be radically dif- 
ferent from what the former outlook had led us to expect. 

It may still be true “that the rate of population growth in the United States is 
slowing down,” if one speaks in terms of half centuries. Few expect our popu- 
lation to double in 1950-2000 as it did in 1900-50, though this is no longer in- 
conceivable éven if we do not reopen our doors to heavy immigration. But the 
probable extent of the slowdown in this half century now appears far less than 
demographers—and economists, following: them—have considered fairly cer- 
tain. A net increase of more than 50 pereent in 50 years now seems highly prob- 
able; whereas the Census Bureau's forecast of September 15, 1946, implied one 
of only 12.3 percent.” Expectations before Pearl Harbor had been still more 
conservative. 

Chart 3 gives some perspective. The upper seetion shows deeennial increases 
from 1790-1800. and those derived from Pearl and Reed’s 1920 logistic curve 
(A) based on data for 1790-1910 and projected here to the vear 2000. This im- 
plied: a tendency to declining absolute increases after 1910-20. In the lower 
section, showing decennial rates of increase, the Pearl-Reed curve has a con- 
tinuously downward sweep, In mid-1941 the Census Bureau formally accepted 
similar convictions based on the very different work of Thompson and Whelpton 
of the Scripps Fonundation.* It accepted as its foreeast the 1988 mm0 series 
(B2), which pointed to declines in abselute and relative inereases after 1930 
The revised official forecast of mid-September 1946 raised the level of both curves 
(C), because of unexpected increase in 1940-45. but retained the same convie- 
tions. The actual figures for 1950 were out of line with all but the most recent 
expectations. In mid-1950, the developing evidence led the Census Bureau to 
make an interim revision, limiting its projections to 1960. The high and low 
projections were frankly extremes, and the medium one was not stressed (D) 
The faet that the medium shows lower absolute and relative increases in 1950-60 
than in 1940-50 is in accord with most expectations entertained until the fresh 





2 Porn. op. cit.. p. 331 

2 This forecast. not yet formally disavowed except for 1950-60, indicated declines in 
absolute increases of population after 1947 until 1990. and absolute decreases thereafter 
In commenting on this matter in 1947 Whelpton said (Forecasts, p. 39),: “The outlook 
after 1950 is for a continuation of the longtime decline in population growth. both in 
absolute numbers and rate.” Pearl and Reed's different forecast (1920) was similar In 
this respect. See Davis, Population Upsurge. pp. 64-73 
2% Rur. Census. Ser. P-2. No. 15, Julw 23, 1941 
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rise in births in 1951. The revised medium series released on April 17, 1952 
points to about the same absolute increase in 1950-60 as in 1940-50. Later dec- 
ades of this century will, I am confident, show one or more instances of higher 
absolute increases than in 1940-50. 


Cart 3.—Unirep States PoPuLATION INCREASE AND RATES OF INCREASE, 
ACTUAL AND PROJECTED, DECENNIALLY, 1790-2000* 
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* Based on latest revised official estimates of population, and projections indicated in 
footnote 6 except as follows: P & R 1920 figures are from Lowell J. Reed, “Population 
Growth and Forecasts,” Annals, Novy. 1936, p. 163. 


An important job remains to be done, preferably by a group of social scientists : 
to provide an adequate, weighted explanation for the extraordinary change in 
our population position since 1940, and especially for the protracted postwar 
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flood of births.* The question whether American women have changed their 
ideas,as to the number of children they want—on which the evidence to date is 
inconclusive—is already under skilled investigation.” I shall attempt neither 
task. What I propose next to do is to explore some implications of our rising 
population in contrast to the explored consequences of a declining population.” 


SIGNIFICANCE OF THE NEW OUTLOOK 


The unexpectedly large population increase since 1940 has been accompanied 
by marked advances in American levels of consumption and living—in the lot 
of the “common man”—despite the war and our postwar international burdens. 
Here is a recent, short-term illustration of what a British historian has lately 
termed “the western miracle of combining a phenomenal increase of population 
with rising standards of living.” The gain, of which the recent official series 
of deflated personal consumption expenditures gives some indication, was im- 
pressively greater than in the preceding depression decade of our slowest popu 
lation growth.” 

The high level of births in postwar years, in a period of high employment and 
undreamed-of incomes for the mass of Americans,” raises a major question. 
Insofar as we succeed in achieving the generally agreed objective of main- 
taining high-level employment and gradually rising incomes per capita, will 
this continue to promote marriages, births, and relatively large population in 
crease? It is surely reasonable to think so,” but this has seldom received serious 
attention. 

Marriage and children constitute an integral part of the real standard of 
living of most Americans. Under economic pressure, either or both will be 
deferred and the number of children restricted. But if economic and social 
conditions permit gradual increase in consumption levels and improvements in 
working conditions, the gains from higher productivity will be taken, on the 
average, partly in more goods and services, better housing, shorter hours of labor, 
earlier marriage, somewhat more living children per family, and greater ease 
in old age. No one can safely forecast the changing proportions to which such 
gains will be devoted, or how seriously our international obligations will restrict 
the net total. 3ut the evidence of recent years strongly suggests that if goods 
become obtainable with less and less effort, the competition between wants for 
goods and wants for babies, which depressed marriages and births in 1925-40, 
will be less powerful than it was then. In the light of such experience, we must 
beware of exaggerating limitations upon the facility with which consumption 
standards—as distinct from consumption levels—can rise or be raised. Much 
more research is needed before one can speak with assurance of specific limits.” 

Our educational system is already in the throes of coping with the results of 
the flood of births during and since the war. School enrollment reached its pre 
war peak in the 1930’s—in elementary schools early in the decade, in secondary 
schools late in the decade. Demographers late in the 1930's expected a con- 
tinuing decline. 

As late as 1944, Thompson considered it very doubtful whether the then 
assured rise in elementary school enrollment would ever bring it up to the 
prewar peak (23.6 million, including kindergarten pupils, in 1929-30)." After 





* For suggestions, see Davis, Population Upsurge, pp. 56-57, and Notestein, op cit., p. 34. 

% See Kiser, op. cit., pp. 25-37. 

* FE. g.. Whelpton, Forecasts, pp. 55-72, and Keynes, op. cit 

27 W. K. Hancock, Wealth of Colonies (Cambridge, Univ. Press, 1950), es 

28 Based on per capita data computed from deflated series in U. S. ey Commerce, 
Survey of Current Business. Suppl., National Income, 1951 Edition, p. 146. 

*® According to one well-known index, American industrial activity has been above its 
estimated long-term growth trend in all but five scattered months since the end of 1940 
whereas from early in 1930 until late in 1940, industrial activity was continuously below 
its growth trend except for the first half of 1937. Such a protracted period of active busi 
ness, with the accompaniments of high-level emerevenent, output, and income, has ur 
doubtedly had important influence on marriages and births. 

For a conc urrent view see Harold Wool (Bur. Labor Stat.), “Long-term Projections 
of the Labor Force,’ presented before ¢ Sonfere nee on Research in Income and Wealth, Nat 
Bur. Econ. Res., May 25, 1951, pp. 5-7. Wool extends the argument to mortality and 
immigration. 

“i For the United States I strongly reject Keynes’ 1987 opinion as to Great Britain (op 
cit.) : “Now past experience shows that a greater cumulative increment than 1 percent per 
annum in the standard of life has seldom proved practicable. Even if the fertility of 
invention would permit more, we cannot easily adjust ourselves to a greater rate of change 
than this involves.” 

2 W. S. Thompson, Plenty of People (Lancaster, Pa., Cattell, 1944), p. 156 
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the stump in the 1940's, this peak has now been exceeded, probably in 1950-51. 
Office of Education specialists early in 1950 forecast a new peak (29.5 million) 
25 percent higher in 1956-57." But the unexpected continuance of high levels 
of births through 1951 insures that the peak will be higher and at least four 
years later—how much higher and later no one can really say. It now seems 
safe to say, nevertheless, that enrollment in elementary schools around 1960 will 
exceed 30 million, 50 percent above the low of the mid-1940’s. This is a very 
striking change. 

Enrollment in secondary schools, still depressed by the low births in the 1930's, 
has recently begun to rise. It will presumably pass the 1939-40 peak (7.1 mil- 
lion) “ about 1956-57 and continue upward through most of the 1960's. 

Total school enrollment will surely not reach its peak in the 1950's, as earlier 
forecasts implied, but in the 1960's: and this peak will presumably be nearer 
to 40 million than the 37.2 million recently forecast by the Office of Education 
for 1957-58. Any such maximum, moreover, will presumably be exceeded in the 
1980's. 

The urgent demand for more schools, facilities, and teachers is not confined 
to areas of exceptional population growth, such as the West Coast states and 
Florida, but is a national phenomenon. It reflects the joint influences of un- 
expectedly larger numbers, pressure for fuller coverage of children, and im- 
provements in quality of education, which our highly productive economy can 
well afford even though these present difficult fiscal problems. 

The population of college age will be in a trough for several years more, but 
will rise after 1957 and sharply after 1963 for at least five years. The actual 
college population, of course, is heavily influenced by the proportion of those of 
college age who attend college. Though veterans enrolled under the “GI Bill’ 
exceptionally swelled the postwar college ranks,” there is yet no sign that the 
broad uptrend in this proportion will taper off. 

We are now in a period when the number of young entrants into the labor 
force (on the average at 18) will be lower than in the recent past or in the 
1960’s and after. This, together with considerable enlargement of our military 
forees, largely accounts for the current shortage of labor in the face of the 
rearmament program and, in turn, for exceptional advances in levels of real 
wages. In such a period, premiums will be put on the retention of older 
workers, the rehabilitation of the physically disabled,” and the attraction of 
younger and older women into the labor force. We can now envisage a very 
different situation in the 1960's, when the number of persons reaching 18 will 
rise greatly. Extension of schooling will presumably proceed under handicaps in 
the 1950’s but with greater ease later. Older persons will then presumably 
find it much more difficult to hold jobs or get new ones, including part-time work, 
The 1950's now promise to be a period in which hours of labor will tend to be 
well maintained, whereas in the 1960's they should normally decline. 

The number of boys reaching military age has been falling for nearly a decade, 
primarily because of the fall in births in 1924-33 but at a much slower rate 
because of marked reductions in infant, child, and youth mortality. From a 
low point in 1951, the number of boys reaching 18 will rise, at first slowly and 
then more sharply, to an interim peak in 1965 (roughly 1,800,000) reflecting 
about 2 million births in the 12 months ending August 1947. This peak will 
probably be 70-75 percent above the number subject to draft registration in 
1951. The corresponding number will probably be slightly higher in 1969, and 
only moderately lower in the intervening vears. The course heyond 1969 will 
depend upon births after 1951, which, though now unpredictable, seem likely 
to be more or less below recent levels for the next few years. 


8 School Life (U. S. Office of Education), Vol. XXXII (March 1950), pp. 88—89. 

*Thid. The souree next cited gives 7.7 million persons 14-17 enrolled in school in April 
1940, but some of these were presumably in elementary grades. 

*% In April 1950. according to preliminary census reports, 18.6 percent of those aged 
18-24 were “enrolled in school,” as compared with 13.3 percent in 1940. Bur. Census, 
Ser. PC—7., No. 1, Feb. 25, 1951 

*%In the past two decades, striking advances in medico-sociological science have given 
promise that the majority of physically handicapped or disabled children and adults can 
be restored to independent positions within a normal community. The United Nations has 
recently set up a Rehabilitation Unit in its Department of Social Affairs, and various 
important steps are being taken to speed the progress in applying new techniques. See 
UN, TAA Bulletin, July 1951. 
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The unprecedented number of births since 1942, and the marked decline in 
mortality of infants, children, youths, and adults through middle age, presage 
a swelling of the population of ages 18-64 in the next 20 years at least. The 
Census Bureau’s 1950 medium projection points to an increase from 82.4 to 
98.4 million in age groups 18-64 between 1940 and 1960. The actual increase 
will presumably be greater, rather than less, than the 20 percent implied. This 
increase is significant for forecasts of the labor force, which is drawn most 
heavily from these age groups. No trend peak in the labor force is yet in 
prospect, as had seemed to be the case before the postwar flood of babies.” By 
the year 2000 the labor force will presumably be far higher than now. 

Demographers have been right in forecasting rapid growth of the population 
aged 65 and over, as a byproduct of improved mortality experience including 
that in the upper ages. Indeed, the actual increase has been and will be 
larger than they have predicted. But this has less grave significance than 
has commonly been attributed to it. Along with increasing longevity has come 
an appreciable extension of physical and mental vigor. Occupational changes 
are tending to put higher premiums on mental skills than on physical powers. 
Hence the ability of older persons to support themselves in the upper ages, in 
whole or in part, has been increased, whether the support is earned through 
employment or by self-service or mutual service. Furthermore, so long as 
employment is at a high level, as it has been for a decade, the pressure to 
replace older by younger workers is less than when unemployment is serious, 
There are increasing recognitions of the value of older workers and of the 
economic and psychological desirability of facilitating the use of their reserves 
of earning power. Moreover, with the spread of social-security and pension 
arrangements, and personal investments of various kinds including owned homes, 
an inrceasing proportion of oldsters will have earned claims to income in their 
declining years. Finally, insofar as the burden of supporting the elderly and 
aged falls on younzer generations or on taxpayers generally, there will be many 
more to share this burden than seemed likely only a few years ago. 

Demographic developments in process promise marked changes in the relative 
population and manpower of prominent nations. The United States in 1900 
had a population less than twice as large as the United Kingdom’s. In 1950 
it was three times as large, and by 1975 it may be about four times as large, 
as the United Kingdom. As in the past 50 years, so in the next 50, Canada 
and Australia will gain on the mother country. In 1901 the United Kingdom 
had a population 4% times the combined population of these two overseas off- 
shoots. Early in 1951 the ratio was 2.3:1. By 1975 it will be down to 1.5: 1, 
if one can trust current assumptions that the British population will grow 
but little in the next 25 years, net, if it does not actually decline,* and that 
the populations of Canada and Australia will, as in recent decades, grow at a 
rate faster than that of the United States. The basis for present and future 
comparisons of the United States and USSR is lacking, since vital statistics 
and other demographic data are only sporadically and inadequately revealed 
by the Soviet Union.” 

Leading demographers have drawn the major inference, from their analyses 
and extrapolations, that the combined populations of the more advanced na- 
tions, and of the United States and Canada, in particular, will in future con- 
stitute a declining fraction of the world’s population instead of the rising frac- 





37 Durand had said, on the basis of forecasts standing in 1946—57: ‘Unless the under- 
lying population trend is changed the time will come after a few more decades when the 
labor force will cease to grow.” J. D, Durand, The Labor Force in the United States, 
1890-1960 (New York, Soc. Sci. Research Council, 1948), pp. 21-22. 

88 This is the prospect held out by the June 1949 report of the Royal Commission on 
Population, Cmd. 7695. Recent census data show that the rate of population increase there 
has been 4—5 percent per decade in the past three decades, following seven decades (1841~- 
1911), in tien the decennial rate ranged between 10 and 15 percent. Economist, July 14, 
1951, p. 78. 

oo Harry Schwartz recently (New York Times, Noy. 11, 1951) summarized Soviet official 
information indicating, for the present territory of the U. 8S. S. R., populations of 193 
million in 1940, 201 million early in 1950, and 207 million late in 1951. L. P. Beria of 
the Politburo said that the Soviet population is increasing at the rate of 1% percent per 
year. 
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tion characteristic of the past three centuries. In view of the international 
disparities in per capita resources and levels of living, such a development 
would seem highly irrational, and tragic even fer the underdeveloped countries. 
The inference merits critical re-examination, now that the population outlook 
in North America has radically changed. It may be that the combined popula- 
tions of the USSR and its satellites, the Middle Bast, Asia, Africa, and Latin 
America will grow in the next half-century at a much more rapid rate than they 
have in the past 50 years. Considering the many obstacles that they face. 
however, it is not easy to see how these peoples can expand so fast that the 
world population (including that of Western Europe) will grow as rapidly as 
can now be expected of the United States and Canada, with their still develop- 
ing human and natural resources, their economic strength of other kinds, and 
the re-interpretation of their “population trends.” I lean to the ‘“‘guesstimate” 
that these two countries will have something like 8 percent of the world’s popu- 
lation in 2000, as compared with about 7 percent now: but the state of popula- 
tion forecasting justifies no confidence in this or other “estimates.” 

In three earlier papers“ I have stressed the increase in the demand for farm 
products due to the population upsurge since 1940, the further increase that 
can be counted upon as children now under 12 grow older, and the radical im- 
provement in the prospects for American agriculture in the decades ahead as 
compared with the outlook as it appeared five years ago.” The latest data on 
births strengthen these prospects. 

Even more striking is the extreme reversal of prospects for new investment, 
on which the American economy has heavily depended in the past. Canna 
wrote in 1931: 

“A rapidly increasing population requires a rapidly increasing number of 
tools, machines, ships, houses, and other articles of material equipment in order 
merely to maintain without improving its economic condition, while at the same 
time the maintenance of a larger proportion of children renders it more difficult 
to make the required additions. To a stationary population saving will still be 
desirable for the improvement of conditions, but it need no longer be insisted on 
as necessary for the mere maintenance of the existing standard.” * 

Keynes, Hansen, and others elaborated these views. One of the strongest 
pillars of Hansen’s doctrines of “secular stagnation” and the “mature economy” 
was that our population growth would shortly come to an end. The Royal Com 
mission on Population was rightly concerned with this matter in the United 
Kingdom. But Hansen’s pillar has collapsed, so far as the United States is 
concerned, for our population growth prospects are totally different from what 
he accepted as certain. Huge private and public investments will be required 
to cover the requirements of a population growing at a considerable (if not 
extremely rapid) rate,“ with unprecedented numbers in April 1952 under 5, 10, 





“ See, for example. F. W. Notestein, “‘Population—-The Long View,” in T. W. Schultz, 
ed., Food for the World (Univ. Chicago Press, 1945), pp. 36-57. Kingsley Davis, relying 
mainly on Carr-Saunders’ estimates, found the following average annual rates of increase 
of the world population (Annals Am. Acad. Pol. and Soc. Sci., Vol. 237 [Jan. 1945], p. 3 


Period : Percent 
1650—-1750__ 0. 29 
1750-1800 
1800-1850____- . 51 
1850—1900_ 
BOs Bein | cc acitwnthisl. sti nnelediiee &benOS ae debated sibin tiie claisndinds tens 


Irene B. Taeuber asserted in 1944: “‘America North of the Rio Grande included 0.2 percent 
of the world’s population in 1650, 6.7 percent in 1933.” (Estadistica, Sept. 1944, Vol. II. 
p. 824). 

*\ Those of November 1949 and January and April 1950, cited in footnote 4. 

“Hardly less impressive is the concurrent decline in the number of people on farms 
According to recently revised estimates, the farm population was 32.1 million in April 
1910. By 1930 it had fallen to 29.4 million. Aftera fies during the depression, it declined 
to 28.8 million in 1941. (The 1951 figure of 23.3 million represents 15 percent of the total 
population, as compared with nearly 35 percent in 1910. The drop of 5.5 million in the 
past decade is very largi The 1951 figure is 1.1 million below the wartime low of 1945 
(Bur, Census, Ser. Census—-BAE, Nos. 16A, 17, July 18 and Oct. 26, 1951). 

"Edwin Cannan, The Changed Outlook in Regard to Population, 1831-1931, Econ, 
Jour.. Vol. XLI (Dec. 1931), pp. 519-33, esp. p. 524 

“By far the lowest decennial increase in our history was in 1930-40. Even at that 
average annual rate (.71 per cent), our population would double in a little over 100 years 
The rate of increase in 1940-50 was nearly double this (1.40). It is now conservative to 
expect for 1950-2000 an average annual rate somewhere between these two. In the five 
vears ending June 1951 the rate of increase averaged 1.73 per cent. See also data in 
footnote 40 
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and 15 years of age,“ and with rising consumption standards in food, housing, and 
recreation. For the time, defense requirements are compelling diversion of 
investment, and arrears are building up as during the war, though on a smaller 
scale. 

Failure of investment demand was feared as a source of severe economic diffi- 
culties in the United States, including chronic large-scale unemployment and 
huge government spending to keep up aggregate demand. By contrast, our post- 
war problem has been one of ercessive demand, making for inflation, and our 
population growth coupled with our world responsibilities bid fair to make this 
the more serious problem in the present decade. 

The surprising recent population growth has been a major factor, reinforced 
by higher real-income levels and moderate hours of labor, in expanding public 
and private investment since the war in roads, water and sewerage systems, gas, 
electricity, and telephone lines, private manufacturing plants, transportation 
equipment, housing, and private automobiles. The rearmament program is 
distorting and on the whole restricting such investments for the present; but 
the maturing of the huge group of persons now under 20, which can be reason- 
ably forecast, gives reason to expect strong continuing demands for such invest- 
ment after arrears due to wartime restrictions and the current defense program 
are made up. 

The notable postwar demand for new housing rests not only upon wartime 
arrears that had to be made up and on federal and state aid by easy credit. It 
also reflects the population increase, the higher percentage of married as com- 
pared to single persons, higher living standards in respect to independent quar- 
ters, higher real incomes, and greatly enlarged holdings of liquid assets. The 
mere growth of the postwar babies will tend to increase the demand for housing 
space. Though many of the new houses will not be long-lived, a large proportion 
of them are provided with modern conveniences so dear to American hearts, and 
their depreciation and obsolescence will eventually provide fresh impetus for 
turther building. Increasing fractions of our people, moreover, now feel that 
they can afford week-end and summer residences, even if these are no more than 
cabins o1 tents. 

Certain investment requirements will presumably be intensified by the more 
striking population growth. Economists have tended to speak of water as a 
“free good.” In advanced economies, at least, and even in many backward 
economies, it is not such in reality. Indeed, water is one of the goods for which 
industrialization, urbanization, and modern agriculture raise per capita needs 
many-fold. To insure ample supplies of water where and when they are wanted 
for production and consumption, and to replenish depleted reserves of ground 
water, will entail expensive engineering constructions. The population increase 
now clearly in prospect necessitates radical upward revisions of earlier forecasts 
of water requirements and radical evolution of our national water policies, both 
because the population is sure to be much higher than earlier forecasts and 
because rising levels of living raise per capita water use. The 1950 report of 
the President’s Water Resources Policy Commission takes due cognizance of 
this. 





# Census data for 1850-1950 are conveniently summarized in Metropolitan Life Ins. Co 
Stat. Bull., Jan. 1952, p. 8. Corresponding numbers in April 1952 were certainly consider- 
ably higher. 

Reed in 1925 worked out a formula by which he forecast the number of registered 
passenger cars for 25 years ahead, which he combined with the population forecast based 
on the Pearl-Reed formula of 1920 (lL. J. Reed, “A Form of Saturation Curve,” Jour. 
Am. Stat. Assn., Vol. XX [Sept., 1925], pp. 890-396). Following are his figures for Jan- 
uary 1, 1950, together with the ultimate limits (‘‘upper asymptotes’’) indicated by the 
formulas, compared with actual figures for January 1, 1950 and 1951: 


Passenger Persons 





> ae 
Item Population cars per car 
OE IR ink 0 nnceticdepshedeganius enesti 197, 274, 000 38, 636, 000 §.11 
Jan. 1, 1950; 
Pearl-Reed 1920..........-.-.--- - 148, 676,000 28, 416, 000 5. 23 
Actual.. . ndeewnedainn — tine att -.---| 150,563,000 | 36, 293, 000 | 4.15 
Jom, 1,1 1SB1s, ADT. ..ccnndcopsdseces covers aeecsegeck-<<<sp] 350, CeeO 40, 167, 000 | 3. 81 











As Rufus S. Tucker has pointed out to me, the number of cars in use at the turn of the 
year is considerably smaller than the cumulative registrations in the year then ended. 
Nowadays the difference is around 10 percent. 
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The foregoing discussion is suggestive, not exhaustive. Many other aspects 
of the significance of our radically altered population outlook will be revealed 
to individual specialists as they re-examine their specialities in the light of up- 
to-date demographic data, and keep on doing so. We must unlearn much of what 
the demographers have too well taught us, realize the unsound bases for many 
past assumptions, and view their latest projections and assertions with highly 
skeptical eyes. We face an extremely different nation from the one they had led 
us to expect with assurance, and must make the best of its unpredictability where 
we had thought it most predictable. 

Space does not permit grappling with the many questions that arise at this 
point. Will even urgent wants be made effective by adequate purchasing power? 
Can such growing demands for food, water, consumer durables; houses, and plant 
be met? Are not our resources steadily dwindling? Will not the population 
growth now fairly in prospect force declines in per capita consumption? Can 
our political system stand the strains of further noteworthy population increase? 

Questions of this kind are highly pertinent for the coming decades. Our suc- 
cess in virtually creating resources by discovery and otherwise, our remarkable 
technical improvements in agriculture, the demonstrated growth of productivity, 
almost throughout the economy, and the rise in consumption levels despite war, 
international burdens, and population increase, certainly suggest no grounds for 
despair. Indeed, by and large, the problems of a highly dynamic economy seem 
more appealing and less baffling to Americans than those of a stable population 
and possibly stagnating economy. 

Chairman Curtis. Mr. Goodwin, do you have any questions? 

Mr. Goopwin. You refer repeatedly to misstatements of age. How 
do you know somebody has made a misstatement of his age? How 
do you find it out? 

Dr. Suryock. The way that you do that, sir, as we have been talk- 
ing about it here, is to compare the numbers at one census with those 
at another in the same cohort where they should be 10 years older, and 
making allowances for migration and mortality, if you find that the 
difference is too far off to be accounted for by errors in those factors, 
you just have to assume that there are inconsistencies in the censuses. 

Furthermore, we have done some actual matching of small samples 
against other kinds of records. For example, we took a sample check 
after this last census, which did give us a little additional knowledge 
about inconsistencies in reporting age just a few weeks apart on the 
part of the same people. 

Mr. Goopwitn. There are cases where you can get an exact check by 
other records? 

Dr. Suryock. That is right. 

Mr. Goopwrn. As to the mechanics of census taking, how are the 
enumerators instructed? When somebody says, “I am over 21,” do 
you press for the exact age ? 

Dr. Suryock. Yes, sir; they are supposed to do that. 

Mr. Goopwin. If you do not get it and the person says, “Put it 
down 21,” what does the enumerator do? 

Dr. Suryock. He is supposed to try as tactfully but as firmly as he 
can to get a better reply than just simply “over 21.” 

Mr. Goopwin. Of course, in my question there is nothing implied as 
to any differentiation of sexes. 

Dr. Suryock. Yes, sir. 

™“ 

Mr. Goopwrn. But he can do no more than be tactful and try to get 
the facts; is that it? 

Dr. Suryock. That is it. The general situation under which the 
census is taken, I believe, is that the respondents are required by law 
to give truthful answers, but obviously you may have no reason for 
suspecting that anything is wrong in a particular case. When we get 
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round figures like 30, 40, 65, and so on, we also try to get the enumera- 
tors to ask whether that is the exact age or whether it is just a round 
figure. Of course, you find a lot of people who don’t know their exact 
ages, although I think their number is decreasing. 

Mr. Goopwin. Thank you, Doctor. That is ‘all. 

Chairman Curtis. Mr. Curtis, of Missouri? 

Mr. Tuomas B. Curtis. I have a question that I hate even to pose, 
because of the implications, but I am wondering whether studies have 
been made of the effect of war or major catastrophe on the population 
from the standpoint of some of these ratios. Of course, we have never 
really had to study these effects in this country, but certain European 
countries have. Do you know whether any studies have been made ! 

Dr. Suryock. Yes, quite a few of that type have been made on the 
effect of World War I and World War IT on the belligerent countries 
in Europe, the effects on births and mortality through actual casual- 
ties, disease, starvation, and soon. In fact, our own Bureau has done 
such a study for the population of Western Germany. 

Mr. Tuomas B. Curtis. Do they reveal that the older age groups 
are more adversely affected in their mortality rates? 

Dr. Suryock. I think the general finding has been that the impact 
of war on a population that really gets hit, which is the battleground, 
is to increase the proportion of aged, because even though they don’t 
have as much resistance to certain things, nonetheless the active adults 
are exposed to more risks, particularly in combat; and furthermore, 
you have under these situations a very abrupt drop in the number of 
births, such as was only faintly suggested here in 1944 and 1945. 

In countries like Germany, France, Poland, and so on, births 
dropped to very low levels, and that effect, too, increased the propor- 
tion of the aged. 

Mr. Tuomas B. Curtis. On pestilence, famine, and major catastro- 
phes like that, probably they do hit the older age groups more. 

Dr. Suryock. I suppose in general they would be expected to have 
less resistance. 

Mr. Tuomas B. Curtis. The only pestilence I can think of that 
we have experienced in this country is the influenza epidemic. That 
was of fairly sizable proportions. Do your figures reveal anything 
on that? 

Dr. Suryrock. It certainly was sizable. I am afraid I don’t remem- 
ber specifically what the impact of the influenza epidemic of 1918 

was, age for age, but those figures are available. 

Mr. Tomas B. Curtis. I was curious about those. Those are the 
indeterminate factors that, of course, no one knows. 

Dr. Suryrock. That is true. It is something that it is almost im- 
possible to predict. 

Mr. Tuomas B. Curtis. To go toa brighter thing, how about major 
medical advances as they will affect or have affected our mortality ? 
I imagine that you have made some studies along that line. 

Dr. Suryock. Yes, a good deal is known about that from studies 
that have been made in the field of medicine and public health. I 
think I might briefly sum up by saying that there have been tre- 
mendous reductions in the last half century in infant and child mor- 
tality, more moderate reductions in young adulthood and middle life, 
but as you get up around 65, the age we have been talking about, 
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the expectation of life has improved really very little. Medical dis- 
coveries so far, except in the field of pneumonia, haven’t had much 
impact at the advanced ages. 

What we have done, in other words, is to cut out most of the toll 
from infectious diseases, but we haven’t had too much success any- 
where yet in cutting the toll of the degenerative diseases like cancer 
und heart disease. 

Mr. Tuomas B. Curtis. The real question I have to ask is: Do you 
include a continuing improvement in your projected figures? Do 
you make allowance for that, or do you attempt to 4 

Dr. Suryock. Yes. These projections all assume some continued 
improvement in mortality. 

Mr. Tuomas B. Curtis. Through these advancements that we are 
talking about? 

Dr. Suryock. As a matter of fact, these last ones don’t allow for 
any further reduction in mortality after 1960; but other projections 
are available, which haven’t been superseded altogether, which allow 
for further improvements after 1960 as well. 

Mr. Tuomas B. Curtis. Thank you. 

Chairman Curtis. Doctor, we are very grateful to you. We are 
sorry we got started late. You have been very patient. We thank you 
for this very valuable information that you have given to us. It will 
be referred to again and again, not only during our studies but I think 
for some time, it many circles. 

We thank you also, Dr. Sheldon, for your appearance here. 

The meeting stands adjourned until tomorrow morning at 10 
eC ec loc *k. 

(Whe reupon, at 12:25 p. m., a recess was taken until 10 a. m 
urday, July 25, 1953.) 


«. Dat- 
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SATURDAY, JULY 25, 1953 


Houser or REPRESENTATIVES, 
SUBCOMMITTEE ON SOCIAL SECURITY 
OF THE CoMMITTEE ON Ways AND Merans, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to recess, in the main 
hearing room of the Committee on Ways and Means, Hon. Carl 'T. 
Curtis (chairman of the subcommittee) presiding. 

Present: Representatives Curtis, Goodwin, Baker, Thomas B. 
Curtis, Cooper, and Mills. 

Staff members: Karl T. Schlotterbeck, staff director; George R. 
Leighton, editor and consultant; Rita R. Campbell, economist; James 
E. Finke, economist; Howard Friend, economist; Wallace M. Smith, 
attorney; and Eileen R. Browne, clerk. 

Chairman Curtis. The meeting will come to order. 

After our preliminary consideration yesterday of population trends 
in the United States, we want now to pursue other background mate- 
rial bearing on the broad problem of income in old age. 

We want to discover if the tax laws offer equal inducement to all 
workers to provide for their old age and whether different types of 
income of retired persons receive the same tax treatment. 

We want to know how employer contributions to a pension plan for 
employees are treated. 

Let us suppose that we have a group of men and women working in 
different occupations. One of these persons works for a corporation 
which has a pension plan to which the employer contributes. How 
are these contributions treated under the tax laws? 

Another person works for a corporation that has no pension plan. 
Others are self-employed—a farmer, a lawyer, a small-restaurant 
keeper, a filling-station operator, and a beauty-shop owner. 

When these people put aside money for their old age, how do the 
tax laws affect them ? 

We do not wish to trespass upon the operations of the full Committee 
on Ways and Means or the staff of the Joint Committee on Internal 
Revenue Taxation who are presently engaged in an examination of 
our tax laws. At this particular point, however, the problem of each 
individual providing for his old age touches the task which this 
subcommittee has before it, a study of our social-security laws, more 
especially as they affect the aged. 

Do our tax laws, in their operation, treat all individuals equally 
with respect to providing through their own efforts for old age and 
retirement ? 
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We have not abandoned the ideas of individual liberty and respon- 
sibility. A parent is responsible for his children until they are grown, 
but at some point those children must begin to fend for themselves. 

When children are grown, marriage is usually the next thing and 
when they, in turn, have children of their own the young parents 
begin to think about saving for a rainy day, the buying of a home, 
and of some provision for their old age. The instinct to make such 
provision and the effort to carry it out are clear evidence of a lively 
sense of individual responsibility. Necessity has a way of sending 
its warnings ahead of time. 

Our intent now is to see briefly to what extent our tax laws permit 
and constructively encourage the exercise of this sense of individual 
responsibility. 

If Mr. Swartz and his associates will step forward and take places 
here, please. 

Mr. Swartz, will you give your full name and official position, and 
then before you proceed I would like to have each one of the other 
men identify themselves. 


STATEMENT OF HAROLD T. SWARTZ, DIRECTOR OF THE TECHNICAL 
RULINGS DIVISION, INTERNAL REVENUE SERVICE, ACCOM- 
PANIED BY LESTER W. UTTER, PRINCIPAL TECHNICAL ASSIST- 
ANT, ACTING CHIEF, INDIVIDUAL INCOME TAX RULINGS 
BRANCH; CHARLIE PARRIGIN, CHIEF, SECTION I, INDIVIDUAL 
INCOME TAX RULINGS BRANCH; AND ISIDORE GOODMAN, TECH- 
NICAL ADVISER IN CHARGE OF PENSION TRUST BRANCH, 
INTERNAL REVENUE SERVICE 


Mr. Swartz. My name is Harold T. Swartz. I am Director of the 
Technical Rulings Division, Internal Revenue Service. 

Mr. Urrer. I am Lester W. Utter, principal technical assistant, Act- 
ing Chief of the Individual Income Tax Rulings Branch. 

Mr. Parriern. Charlie Parrigin, Chief, Section I, Individual In- 
come Tax Rulings Branch. 

Mr. Goopman. My name is Isidore Goodman. I am technical ad- 
viser in charge of Pension Trust Branch. 

Chairman Curtis. Now, Mr. Swartz, we will be pleased to have your 
prepared statement. 

Mr. Swartz. Mr. Chairman and members of the subcommittee, I am 
appearing today in response to the request of your subcommittee for a 
representative of the Internal Revenue Service to testify before the 
subcommittee as to the bearing of certain provisions of the income- 
tax laws on the problem of the income of the aged. 

As you probably know, section 25 (b) (1) of the Internal Revenue 
Code provides for an additional exemption of $600 for an individual 
taxpayer if he has attained the age of 65 before the close of his tax- 
able year. In addition, section 23 (x) provides for more liberal de- 
ductions for medical expenses for taxpayers 65 years of age or over, 
than for those under age 65. 

However, upon the basis of several meetings between officials of the 
Service and staff members of your subcommittee, it is understood that 
you are primarily interested in the tax treatment regarding pensions, 
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annuities, and other forms of income received as a result of the super- 
annuation or retirement of an individual. 

The principal provisions of the present law applicable to the ques- 
tions in which your subcommittee is interested are found in sections 
22 (b) (2) and (3); 23 (p); and 165 of the Internal Revenue Code 
(title 26 of the United States Code). These sections relate to the in- 
come-tax treatment of annuities, pension, profit-sharing, and stock 
bonus trusts, and deductions for payments made toward these types of 
income. 

With your permission, I will attempt to explain these provisions in 
nontechnical terms. 

Section 22 (b) (2) (A) of the Internal Revenue Code provides for 
the taxation of annuities generally and sets forth the so-called 3- 
percent rule. Briefly, that section provides that amounts received as 
an annuity under an annuity or an endowment contract shall be in- 
cluded in gross income annually in an amount equal to 3 percent of 
the premium or consideration paid for the annuity. The amounts re- 
ceived in excess of the 3 percent are excluded from gross income until 
the cumulative amount excluded equals the consideration paid for the 
annuity, after which the entire amount of each annuity payment is 
included in taxable income. Premiums or considerations paid for 
this purpose do not include amounts paid by an employer on behalf 
of an employee unless such premiums are taxed to the employee at 
the time the premiums are paid by the employer. 

Premiums paid by an individual for the purchase of an annuity 
contract to provide himself an annuity are not deductible for tax 
purposes. 

If an employer purchases an annuity contract for an employee, the 
premiums paid by the employer are taxable to the employee at the 
time such premiums are paid unless (1) the employee’s rights under 
the contract are forfeitable at the time the premiums are paid or (2) 
the purchase is under a plan that meets the requirements of section 
165 (a) of the code or (3) the employer is exempt under section 
101 (6) of the code. If any of the three latter provisions is met, then 
the employee does not include the employer’s payments in his income 
until he actually receives the annuity payments under the contract. 

Section 165 provides for the exemption of a trust which forms part 
of a stock bonus, pension, or profit-sharing plan of an employer for 
his employees and sets forth the method of taxing amounts distrib- 
uted to beneficiaries of these trusts. Section 165 provides that the 
income of such a trust will be exempt from income tax if certain con- 
ditions are met. If a trusteed plan meets the requirements of section 
165 (a) of the code, then the employee or his beneficiary who re- 
ceives any distribution from the trust is taxed, under the 3-percent 
rule, on the amounts actually distributed to him, or made available 
to him, in the year in which so distributed or made available. There 
is an exception to this method of taxation. If the total distributions 
payable with respect to any employee are paid to the distributee 
within 1 taxable year of the distributee on account of the employee’s 
separation from the service (such as resignation, death, or retire- 
ment), the amount of the distribution to the extent that it exceeds 
the amounts contributed by the employee is taxed to him under sec- 
tion 165 (b) at long-term capital-gain rates. 
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The capital-gain provision applicable to distributions from em- 
ployees’ trusts exempt under section 165 does not apply to lump-sum 
distributions made from nontrusteed annuity plans, even though such 
annuity plans meet the requirements of section 165 (a). 

In the case of a total distribution under which the long-term capital- 
gain treatment is applicable, if the distribution includes securities of 
the employer corporation, the net unrealized appreciation, over and 
above the basis at which the securities were acquired by the trust, is not 
taxable to the distributee but is to be accounted for on a subsequent 
sale. Also, if the conditions for long-term capital-gain treatment 
are not present, but if a distribution consists of stock or securities of 
the employer corporation which were acquired by employee contribu- 
tions, the net unrealized appreciation is similarly excluded from the 
taxable portion. 

If pension or annuity payments are continued after the death of a 
retired employee to this beneficiary, the beneficiary is required to in- 
clude the pension or annuity payments in income to the same extent 
that the deceased employee would have been required to do so had 
he lived to receive such payments. If, however, a joint and survivor 
annuity is provided and if any part of the survivor’s interest is re- 
quired to be included in the decedent’s gross estate, the basis of the 
survivor to which the 3-percent annuity treatment is applied is con- 
sidered to be identical with the value for estate-tax purposes. 

If retirement benefits are funded through the use of retirement- 
income contracts with life-insurance protection payable upon the 
death of the employee participants, such part of the premiums paid 
for by the employer as is used for the life-insurance protection is 
taxable to the employee. The amount received by the beneficiary 
under a life-insurance contract by reason of the death of the em- 
ployee, however, does not constitute taxable income to the extent that 
the amount exceeds the reserve under the contract at the time of 
death. Further, a death benefit which does not exceed $5,000 paid 
under a contract of employment is similarly exempt. This exemp- 
tion is also applicable to benefits paid under pension plans if the pay- 
ment is specifically designated and intended as a death payment, paid 
only by reason of the death of the employee. 

An employee of an employer who establishes a pension, profit- 
sharing or stock bonus trust which does not meet the requirements of 
section 165 is taxed on the contributions made by the employer at the 
time the contribution is made if the employee's rights to such con- 
tribution are nonforfeitable at the time the contribution is made. 
When the employee begins to receive the pension or annuity at retire- 
ment. then he is taxed under the 3-percent rule, but the amount of the 
employer’s contributions which had been taxed to him during his em- 
ployment years becomes part of the consideration paid for the purposes 
of the 3-percent rule and the exclusions to which he is entitled under 
that section include the employer’s contributions on which he has been 
taxed. 

Where an employer has established a trust which is exempt under 
section 165 (a) or purchases annuity contracts for his employees 
under a plan which meets the requirements of section 165 (a), the 
employer is allowed deductions for his contributions made to the 

trust or premiums paid for annuities. The amount deductible is, 
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however, subject to certain limitations set forth in section 23 (p) of 
the code. 

If an employer makes contributions to a pension, profit-sharing 
or stock bonus trust that is not exempt under section 165, or purchases 
annuity contracts for his employees under a plan which does not meet 
the requirements of section 165 (a), section 23 (p) provides that no 
deduction is allowed to the employer for such contributions unless 
the employees’ rights to the employer’s contributions are nonfor- 
feitable at the time the contributions are paid. In the latter event, as 
was explained before, the employee is required to include the amount 
of the contribution in his income for the year in which the contribution 
is paid. 

Some employers have arrangements under which pensions or an- 
nuities are paid to employees upon their retirement under an informal] 
plan and under which no amounts are set aside in trust during the 
productive life of the employee, nor are any premiums paid to an 
insurance company for annuity contracts. Under this type of ar- 
rangement the employer merely pays to the employee a pension or 
annuity after his retirement. Deer these circumstances, the amounts 
paid to the employee by his employer after retirement would be in- 
cludible in gross income as compensation for past services. 

There are some specific exceptions to the general rule that retire- 
ment annuities and pensions are taxable to the recipients. For ex- 
ample, railroad-retirement annuities are exempt from Federal income 
tax under the provisions of the Railroad Retirement Act. Insurance 
benefit payments made to individuals under section 202 (a), (b), (c), 
(d), (e), (f), and (g), title II of the Social Security Act, as amended, 
are not subject to tax in the hands of the recipients (I. T. 3447, C. B. 
1941-1, 191). Similarly, it has been held that amounts received by 
civilian officials and employees (citizens of the United States) of the 
Isthmian Canal Commission or the Panama Railroad Company under 
Public Law 319, 79th Congress (58 Stat. 257), approved May 29, 1944, 
in recognition of services rendered during the construction period 
(May 4, 1904, to March 31, 1914) of the Panama Canal constitute 
gifts and accordingly are not taxable to them when received (I. T. 
4098, C. B. 1952-2, 74). There are also instances in which amounts 
are paid to needy persons or their widows or children from qualifying 
charitable funds which might be considered to be in the nature of 
pension income but which have been held to be exempt from income 
tax under section 22 (b) (8) of the code. That section provides for 
the exclusion from gross income of the value of property acquired by 
gift. , 

There are other provisions in the Internal Revenue Code which may, 
under certain circumstances, be applicable to income received by the 
aged. These provisions, however, do not pertain specifically to aged 
or retired individuals and may be equally applicable to younger per- 
sons or widows of deceased employees. 

For example, section 22 (b) (5) of the code provides that, except in 
the case of amounts attributable to deductions allowed under section 
23 (x) in any prior year, amounts received through accident or health 
insurance or under workmen’s compensation acts as compensation for 
personal injuries or sickness, plus the amount of any damages received 
whether by suit or agreement on account of such injuries or sickness, 
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and amounts received as pension, annuity, or similar allowance for 
personal injuries or sickness resulting from active service in the armed 
forces of any country are excludable from gross income. Under this 
rovision of the code retirement pay received by members of the 
Racer Army, Navy, or Marine Corps is exempt if it is received upon 
retirement due to personal injuries or sickness resulting from active 
service. However, such retirement pay received by reason of age or 
years of service is subject to Federal income tax. 

Similarly, it has been held that pensions received by former mem- 
bers of the police and fire departments of New York City, retired be- 
cause of total permanent disability caused in or induced by the actual 
performance of the duties of their positions, are in the nature of and 
in lieu of workmen’s compensation, and such pensions are excludable 
from gross income under section 22 (b) (5) of the code (I. T. 3877, 
C. B. 1947-2, 15). 

In addition, under section 22 (b) (1) (B) of the code, amounts not 
in excess of $5,000 paid by an employer in pursuance of an express con- 
tract to the estate or beneficiary of an employee, including a former 
employee, by reason of the death of the employee, are, for taxable 
years beginning after December 30, 1950, excludable from the taxable 
income of the recipient. 

Mr. Chairman, this completes my statement. I will be glad to at- 
tempt to answer any questions that you or members of the subcom- 
mittee may have to present. 

Chairman Curtis. Thank you. All of the exhibits and attachments 
to your paper, without objection, will be received and printed in the 
record at this point. 

(The documents referred to are as follows:) 


EXxHIsit A 


APPENDIX—APPLICABLE PROVISIONS OF THE INTERNAL REVENUE LAWS 


SEC. 22. GROSS INCOME. 
- * * * * * * 


(b) ExcLusions From Gross INcomEe.—The following items shall not be in- 
cluded in gross income and shall be exempt from taxation under this Chapter: 
(1) LIFE INSURANCE, ETC.—Amounts received 
(A) under a life insurance contract, paid by reason of the death of the 
insured ; or 
(B) under a contract of an employer providing for the payment of 
such amounts to the beneficiaries of an employee, paid by reason of the 
death of the employee ; 
whether in a single sum or otherwise (but if such amounts are held by the 
insurer, or the employer, under an agreement to pay interest thereon, the 
interest payments shall be included in gross income). The aggregate of the 
amounts excludible under subparagraph (B) by all the beneficiaries of the 
employee under all such contracts of any one employer may not exceed $5,000. 
(2) ANNUITIES, ETC.— 

(A) In general.—Amounts received (other than amounts paid by 
reason of the death of the insured and interest payments on such 
amounts and other than amounts received as annuities) under a life 
insurance or endowment contract, but if such amounts (when added 
to amounts received before the taxable year under such contract) 
exceed the aggregate premiums or consideration paid (whether or not 
paid during the taxable year) then the excess shall be included in gross 
income. Amounts received as an annuity under an annuity or endow- 
ment contract shall be included in gross income; except that there shall 
be excluded from gross income the excess of the amount received in the 
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taxable year over an amount equal to 3 per centum of the aggregate 
premiums or consideration paid for such annuity (whether or not paid 
during such year), until the aggregate amount excluded from gross 
income under this chapter or prior income tax laws in respect of such 
annuity equals the aggregate premiums or consideration paid for such 
annuity. In the case of a transfer for a valuable consideration, by 
assignment or otherwise, of a life insurance, endowment, or annuity 
contract, or any interest therein, only the actual value of such considera- 
tion and the amount of the premiums and other sums subsequently paid 
by the transferee shall be exempt from taxation under paragraph (1) or 
this paragraph. The preceding sentence shall not apply in the case of 
such a transfer if such contract or interest therein has a basis for de- 
termining gain or loss in the hands of a transferee determined in whole 
or in part by reference to such basis of such contract or interest therein 
in the hands of the transferor. This subparagraph and paragraph (1) 
shall not apply with respect to so much of a payment under a life insur- 
ance, endowment, or annuity contract, or any interest therein, as, under 
section 22 (k), is includible in gross income; 

(B) Employees’ annvities.—If an annuity contract is purchased by 
an employer for an employee under a plan with respect to which the 
employer’s contribution is deductible under section 23 (p) (1) (B), or 
if an annuity contract is purchased for an employee by an employer 
exempt under section 101 (6), the employee shall include in his income 
the amounts received under such contract for the year received except 
that if the employee paid any of the consideration for the annuity, 
the annuity shali be included in his income as provided in subparagraph 
(A) of this paragraph, the consideration for such annuity being con- 
sidered the amount contributed by the employee. In all other cases, 
if the employee's rights under the contract are nonforfeitable except 
for failure to pay future premiums, the amount contributed by the em- 
ployer for such annuity contract on or after such rights become non- 
forfeitable shall be included in the income of the employee in the year 
in which the amount is contributed, which amount together with any 
amounts contributed by the employee shall constitute the consideration 
paid for the annuity contract in determining the amount of the annuity 
required to be included in the income of the employee under subpara- 
graph (A) of this paragraph. 

(C) Joint and survivor annuities.—For purposes of subparagraphs 
(A) and (B) of this paragraph, where amounts are received by a sur- 
viving anunitant under a joint and survivor’s annuity contract and the 
basis of such survivor annuitant’s interest is determined under section 
118 (a) (5) the consideration paid for such survivor's annuity shall be 
considered to be an amount equal to such basis. 

(3) GIFTS, BEQUESTS, DEVISES, AND INHERITANCES.—The value of property 
acquired by gift, bequest, devise, or inheritance. There shall not be excluded 
from gross income under this paragraph, the income from such property, or, 
in case the gift, bequest, devise, or inheritance is of income from property, 
the amount of such income. For the purposes of this paragraph, if, under 
the terms of the gift, bequest, devise, or inheritance, payment, crediting, or 
distribution thereof is to be made at intervals, to the extent that it is paid 
or credited or to be distributed out of income from property, it shall be con- 
sidered a gift, bequest, devise, or inheritance of income from property ; 

* * * = * * ? 


(5) COMPENSATION FOR INJURIES OR SICKNESS.—Except in the case of 
amounts attributable to (and not in excess of) deductions allowed under 
section 28 (x) in any prior taxable year, amounts received through accident 
or health insurance or under workmen’s compensation acts, as compensation 
for personal injuries or sickness, plus the amount of any damages received 
whether by suit or agreement on account of such injuries or sickness, and 
amounts received as a pension, annuity, or similar allowance for personal 
injuries or sickness resulting from active service in the armed forces of any 
country ; 

* * * * « * * 
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SEC, 28. DEDUCTIONS FROM GROSS INCOME. 
In computing net income there shall be allowed as deductions : 
= ~ * : * * o 


(p) CONTRIBUTIONS OF AN EMPLOYER TO AN EMPLOYEES’ TRUST OR ANNUITY 
PLAN AND COMPENSATION UNDER A DEFERRED-PAYMENT PLAN.— 

(1) General RuLE.—If contributions are paid by an employer to or under 

a stock bonus, pension, profit-sharing, or annuity plan, or if compensation is 

paid or accrued on account of any employee under a plan deferring the 

receipt of such compensation, such contributions or compensation shall not 

be deductible under subsection (a) but shall be deductible, if deductible 

under subsection (a) without regard to this subsection, under this subsec- 
tion but only to the following extent: 

(A) In the taxable year when paid, if the contributions are paid into 
a pension trust, and if such taxable year ends within or with a taxable 
year of the trust for which the trust is exempt under section 165 (a), 
in an amount determined as follows: 

(i) an amount not in excess of 5 per centum of the compensation 
otherwise paid or accrued during the taxable year to all the em- 
ployees under the trust, but such amount may be reduced for future 
years if found by the Commissioner upon periodical examinations 
at not less than five-year intervals to be more than the amount rea- 
sonably necessary to provide the remaining unfunded cost of past 
and current service credits of all employees under the plan, plus 

(ii) any excess over the amount allowable under clause (i) nec- 
essary to provide with respect to all of the employees under the 
trust the remaining unfunded cost of their past and current service 
credits distributed as a level amount, or a level percentage of 
compensation, over the remaining future service of each such em- 
ployee, as determined under regulations prescribed by the Commis- 
sioner with the approval of the Secretary, but if such remaining 
unfunded cost with respect to any three individuals is more than 50 
per centum of such remaining unfunded cost, the amount of such 
unfunded cost attributable to such individuals shall be distributed 
over a period of at least 5 taxable years, or 

(iii) in lieu of the amounts allowable under (i) and (ii) above, 
an amount equal to the normal cost of the plan, as determined under 
regulations prescribed by the Commissioner with the approval of 
the Secretary, plus, if past service or other supplementary pension 
or annuity credits are provided by the plan, an amount not in excess 
of 10 per centum of the cost which would be required to completely 
fund or purchase such pension or annuity credits as of the date 
when they are included in the plan, as determined under regulations 
prescribed by the Commissioner with the approval of the Secretary, 
except that in no case shall a deduction be allowed for any amount 
(other than the normal cost) paid in after such pension or annuity 
credits are completely funded or purchased. 

(iv) any amount paid in a taxable year in excess of the amount 
deductible in such year under the foregoing limitations shall be 
deductible in the succeeding taxable years in order of time to the 
extent of the difference between the amount paid and deductible in 
each such succeeding year and the maximum amount deductible for 
such year in accordance with the foregoing limitations. 

(B) In the taxable year when paid, in an amount determined in 
accordance with subparagraph (A) of this paragraph, if the contribu- 
tions are paid toward the purchase of retirement annuities and such 
purchase is part of a plan which meets the requirements of section 165 
(a), (3), (4), (5), and (6), and if refunds of premiums, if any, are 
applied within the current taxable year or next succeeding taxable year 
toward the purchase of such retirement annuities. 

(C) In the taxable year when paid, if the contributions are paid 
into a stock bonus or profit-sharing trust, and if such taxable year ends 
within or with a taxable year of the trust with respect to which the 
trust is exempt under section 165 (a), in an amount not in excess of 
15 per centum of the compensation otherwise paid or accrued during 
the taxable year to all employees under the stock bonus or profit-sharing 
plan. If in any taxable year beginning after December 31, 1941, there 
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is paid into the trust, or a similar trust then in effect, amounts less than 
the amounts deductible under the preceding sentence, the excess, or if 
no amount is paid, the amounts deductible, shall be carried forward and 
be deductible when paid in the succeeding taxable years in order of time, 
but the amount so deductible under this sentence in any such succeeding 
taxable year shall not exceed 15 per centum of the compensation other- 
wise paid or accrued during such succeeding taxable year to the bene- 
ficiaries under the plan. In addition, any amount paid into the trust 
in a taxable year beginning after December 31, 1941, in excess of the 
amount allowable with respect to such year under the preceding provi- 
sions of this subparagraph shall be deductible in the succeeding tax- 
able years in order of time, but the amount so deductible under this 
sentence in any one such succeeding taxable year together with the 
amount allowable under the first sentence of this subparagraph shall 
not exceed 15 per centum of the compensation otherwise paid or accrued 
during such taxable year to the beneficiaries under the plan. The term 
“stock bonus or profit-sharing trust,’ as used in this subparagraph, shall 
not include any trust designed to provide benefits upon retirement and 
covering a period of years, if under the plan the amounts to be contrib- 
uted by the employer can be determined actuarily as provided in sub- 
paragraph (A). If the contributions are made to two or more stock 
bonus or profit-sharing trusts, such trusts shall be considered a single 
trust for the purposes of applying the limitations in this subparagraph. 

(D) In the taxable year when paid, if the plan is not one included in 
paragraphs (A), (B), or (C), if the employees’ rights to or derived from 
such employer’s contribution or such compensation are nonforfeitable 
at the time the contribution or compensation is paid. 

(E) For the purposes of subparagraphs (A), (B), and (C), a taxpayer 
on the accrual basis shall be deemed to have made a payment on the 
last day of the year of accrual if the payment is on account of such 
taxable year and is made within sixty days after the close of the taxable 
year of accrual. 

(FE) If amounts are deductible under subparagraphs (A) and (C), or 
(B) and (C), or (A), (B), and (C), in connection with two or more 
trusts, or one or more trusts and an annuity plan, the total amount 
deductible in a taxable year under such trusts and plans shall not 
exceed 25 per centum of the compensation otherwise paid or accrued 
during the taxable year to the persons who are the beneficiaries of the 
trusts or plans. In addition, any amount paid into such trust or under 
such annuity plans in a taxable year beginning after December 31, 1941, 
in excess of the amount allowable with respect to such year under the 
preceding provisions of this subparagraph shall be deductible in the 
succeeding taxable years in order of time, but the amount so deductible 
under this sentence in any one such succeeding taxable year together 
with the amount allowable under the first sentence of this subparagraph 
shall not exceed 30 per centum of the compensation otherwise paid or 
accrued during such taxable years to the beneficiaries under the trusts 
or plans. This subparagraph shall not have the effect of reducing the 
amount otherwise deductible under subparagraphs (A), (B) and (C), 
if no employee is a beneficiary under more than one trust, or a trust 
and an annuity plan. 

If there is no plan but a method of employer contributions or compensa- 
tion has the effect of a stock bonus, pension, profit-sharing, or annuity plan, 
or similar plan deferring the receipt of compensation, this paragraph shall 
apply as if there were such a plan. 

(2) DEDUCTIONS UNDER PRIOR INCOME TAX ACTS.—Any deduction allowable 
under section 23 (q) of the Revenue Act of 1928 (45 Stat. 802), or the 
Revenue Act of 1932 (47 Stat. 182), or the Revenue Act of 1934 (48 Stat. 
691), under section 283 (p) of the Revenue Act of 1936 (49 Stat. 1661), or 
the Revenue Act of 1988 (52 Stat. 464), or the Internal Revenue Code for 
a taxable year beginning before January 1, 1942, which under such section 
was apportioned to any taxable year beginning after December 31, 1941, 
shall be allowed as a deduction for the years to which so apportioned to 
the extent allowable under such section if it had remained in force with 
respect to such year. 
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SEC. 23. DEDUCTIONS FROM GROSS INCOME. 
In computing net income there shall be allowed as deductions: 
* + * os * * a 
(x) MeEpICcAL, DENTAL, Erc., ExpeNSES.—Expenses paid during the taxable 
year, not compensated for by insurance or otherwise, for medical care of the tax- 
payer, his spouse, or a dependent specified in section 25 (b) (3)— 
(1) If neither the taxpayer nor his spouse has attained the age of 65 
before the close of the taxable year, to the extent that such expenses exceed 
5 per centum of the adjusted gross income; or 
2) If either the taxpayer or his spouse has attained the age of 65 before 
the close of the taxable year, (A) the amount of such expenses for the care 
of the taxpayer and his spouse, and (B) the amount by which such expenses 
for the care of such dependents exceed 5 per centum of the adjusted gross 
income. 
The deduction under this subsection shall not be in excess of $1,250 multiplied 
by the number of exemptions allowed under section 25 (b) for the taxable year 
(exclusive of exemptions allowed under section 25 (b) (1) (B) or (C)), with 
a maximum deduction of $2,500, except that the maximum deduction shall be 
$5,000 in the case of a joint return of husband and wife under section 51 (b). 
The term “medical care”, as used in this subsection, shall include amounts 
paid for the diagnosis, cure, mitigation, treatment, or prevention of disease, 
or for the purpose of affecting any structure or function of the body (including 
amounts paid for accident or health insurance). The determination of whether an 
individual is married at any time during the taxable year shall be made in 
accordance with the provisions of section 51 (b) (5). 


SEC. 25. CREDITS OF INDIVIDUAL AGAINST NET INCOME. 
* am * * co K 7” 
(b) CREDITS FoR RutH NorMAL TAx AND SuRTAX. 
(1) Crepitrs.—There shall be allowed for the purposes of both the normal 
tax and the surtax, the following credits against net income: 

(A) An exemption of $600 for the taxpayer; and an additional 
exemption of $600 for the spouse of the taxpayer if a separate return 
is made by the taxpayer, and if the spouse, for the calendar year in 
which the taxable year of the taxpayer begins, has no gross income 
and is not the dependent of another taxpayer; 

(B) (i) An additional exemption of $600 for the taxpayer if he has 
attained the age of 65 before the close of his taxable year; and 

(ii) An additional exemption of $600 for the spouse of the taxpayer 
if a separate return is made by the taxpayer, and if the spouse has 
attained the age of 65 before the close of such taxable year, and, for 
the calendar year in which the taxable year of the taxpayer begins, has 
no gross income and is not the dependent of another taxpayer ; 

(C) (i) An additional exemption of $600 for the taxpayer if he is 
blind at the close of his taxable year; and 

(ii) An additional exemption of $600 for the spouse of the taxpayer 
if a separate return is made by the taxpayer, and if the spouse is blind 
and, for the calendar year in which the taxable year of the taxpayer 
begins, has no gross income and is not the dependent of another tax- 
payer. For the purposes of his clause the determination of whether the 
spouse is blind shall be made as of the close of the taxable year of the 
taxpayer, unless the spouse dies during such taxable year, in which 
case such determination shall be made as of the time of such death; 

(iii) For the purposes of this subparagraph an individual is blind 
only if either: his central visual acuity does not exceed 20/200 in the 
better eye with correcting lenses, or his visual acuity is greater than 
20/200 but is accompanied by a limitation in the fields of vision such that 
the widest diameter of the visual field subtends an angle no greater 
than 20 degrees; 

(I)) An exemption of $600 for each dependent whose gross income 
for the calendar year in which the taxable year of the taxpayer begins 
is less than $600, except that the exemption shall not be allowed in 
respect of a dependent who has made a joint return with his spouse under 
section 51 for the taxable year beginning in such calendar year 
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SEC. 101. EXEMPTIONS FROM TAX ON CORPORATIONS. 
Except as provided in paragraph (12) (B) and in supplement U, the following 
organizations shall be exempt from taxation under this chapter— 
* * + * * * a 


(6) Corporations, and any community chest, fund, or foundation, organ- 
ized and operated exclusively for religious, charitable, scientific, literary, or 
educational purposes, or for the prevention of cruelty to children or animals, 
no part of the net earnings of which inures to the benefit of any private 
shareholder or individual, and no substantial part of the activities of which 
is carrying on propaganda, or otherwise attempting, to influence legislation. 
For loss of exemption under certain circumstances, see section 3813 and 
3814; 

* * ok + * * e 
SEC. 165. EMPLOYEES’ TRUSTS. 

(a) ExeMprTion From Tax.—A trust forming part of a stock bonus, pension, 
or profit-sharing plan of an employer for the exclusive benefit of his employees 
or their beneficiaries shall not be taxable under this supplement and no other 
provision of this supplement shall apply with respect to such trust or to its 
beneficiary 

(1) If contributions are made to the trust by such employer, or employees, 
or both, fer the purpose of distributing to such employees or their bene- 
ficiaries the corpus and income of the fund accumulated by the trust in 
accordance with such plan; 

(2) if under the trust instrument it is impossible, at any time prior to 
the satisfaction of all liabilities with respect to employees and their bene- 
ficiaries under the trust, for any part of the corpus or income to be (within 
the taxable year or thereafter) used for, or diverted to, purposes other than 
for the exclusive benefit of his employees or their beneficiaries ; 

(3) If the trust, or two or more trusts, or the trust or trusts and annuity 
plan or plans are designated by the employer as constituting parts of a 
plan intended to qualify under this subsection which benefits either- 

(A) 70 per centum or more of all the employees, or 80 per centum or 
more of all the employees who are eligible to benefit under the plan 
if 70 per centum or more of all the employees are eligible to benefit 
under the plan, excluding in each case employees who have been em- 
ployed not more than a minimum period prescribed by the plan, not 
exceding five years, employees whose customary employment is for 
not more than twenty hours in any one week, and employees whose 
customary employment is for not more than five months in any calendar 
year, or 

(B) such employees as qualify under a classification set up by the 
employer and found by the Commissioner not to be discriminatory in 
favor of employees who are officers, shareholders, persons whose prin- 
cipal duties consist in supervising the work of other employees, or highly 
compensated employees; and 

(4) If the contributions or benefits provided under the plan do not dis- 
criminate in favor of employees who are officers, shareholders, persons 
whose principal duties consist in supervising the work of other employees, 
or highly compensated employees. 

(5) A classification shall not be considered discriminatory within the 
meaning of paragraphs (3) (B) or (4) of this subsection merely because 
it excludes employees the whole of whose remuneration constitutes “wages”’ 
under section 1426 (a) (1) (relating to the Federal Insurance Contributions 
Act) or merely because it is limited to salaried or clerical employees. 
Neither shall a plan be considered discriminatory within the meaning of such 
provisions merely because the contributions or benefits of or on behalf of 
the employees under the plan bear a uniform relationship to the total com- 
pensation, or the basis or regular rate of compensation, of such employees, 
or merely because the contributions or benefits based on that part of an em- 
ployee’s remuneration which is excluded from ‘‘wages’’ by section 1426 (a) 
(1) differ from the contributions or benefits based on employee’s remunera- 
tion not so excluded, or differ because of any retirement benefits created 
under State or Federal law. 

(6) A plan shall be considered as meeting the requirements of para- 
graph (3) of this subsection during the whole of any taxable year of the 
plan if on one day in each quarter it satisfied such requirements. 
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(b) Taxapnurty or BeNeFIcIARY.—The amount actually distributed or made 
available to any distributee by any such trust shall be taxable to him, in the 
year in which so distributed or made available, under section 22 (b) (2) as if 
it were an annuity the consideration for which is the amount contributed by the 
employee, except that if the total distributions payable with respect to any em- 
ployee are paid to the distributee within one taxable year of the distributee on 
account of the employees’ separation from the service, the amount of such dis- 
tribution to the extent exceeding the amounts contributed by the employee shall 
be considered a gain from the sale or exchange of a capital asset held for more 
than 6 months. Where such total distributions include securities of the em- 
ployer corporation, there shall be excluded from such excess the net unrealized 
appreciation attributable to that part of the total distributions which consists 
of the securities of the employer corporation so distributed. The amount of such 
net unrealized appreciation and the resulting adjustments to basis of the securi- 
ties of the employer corporation so distributed shall be determined in accordance 
with regulations which shall be prescribed by the Secretary. For the purposes 
of this subsection, the term “securities” means only shares of stock and bonds 
or debentures issued by a corporation with interest coupons or in registered form. 
and the term “securities of the employer corporation” include securities of a 
parent or subsidiary corporation (as defined in section 130A (d) (2) and (3)) of 
the employer corporation. In no event shall the amount actually distributed or 
made available to any distributee include net unrealized appreciation in secu- 
rities of the employer corporation attributable to the amount contributed by the 
employee. Such net unrealized appreciation and the resulting adjustments to 
basis of such securities shall also be determined in accordance with regulations 
which shall be prescribed by the Secretary. 

(c) TREATMENT OF BENEFICIARY oF TRUsT NOr EXxEMptT UNDER SUBSECTION 
(a).—Contributions to a trust made by an employer during a taxable year of 
the employer which ends within or with a taxable year of the trust for which 
the trust is not exempt under section 165 (a) shall be included in the gross in- 
come of an employee for the taxable year in which the contribution is made to 
the trust in the case of an employee whose beneficial interest in such contribu- 
tion is nonforfeitable at the time the contribution is made. 

(d) CERTAIN EMPLOYEES’ ANNUITIES.—Notwithstanding subsection (c) or any 
other provision of this chapter, a contribution to a trust by an employer shall 
not be included in the income of the employee in the year in which the contri- 
bution is made if— 

(1) such contribution is to be applied by the trustee for the purchase of 
annuity contracts for the benefit of such employee; 

(2) such contribution is made to the trustee pursuant to a written agree- 
ment entered into prior to October 21, 1942, between the employer and the 
trustee, or between the employer and the employee; and 

(3) under the terms of the trust agreement the employee is not entitled 
during his lifetime, except with the consent of the trustee, to any payments 
under annuity contracts purchased by the trustee other than annuity pay- 
ments. 

The amount so contributed by the employer shall not constitute consideration 
paid by the employee for such annuity contract in determining the amount of 
annuity payments required to be included in his gross income under section 
22 (b) (2); except that if the tax imposed by this chapter for any taxable year 
beginning before January 1, 1949, has been paid by the employee with respect 
to such contribution for such year, and not credited or refunded, the amount so 
contributed for such year shall constitute consideration paid by the employee 
for such annuity contract. This subsection shall have no application with re- 
spect to amounts contributed to a trust after June 1, 1949, if the trust on such 
date was exempt under subsection (a). For the purposes of this subsection, 
amounts paid by an employer for the purchase of annuity contracts which are 
transferred to the trustee shall be deemed to be contributions made to a trust or 
trustee and contributions applied by the trustee for the purchase of annuity 
contracts; the term “annuity contracts purchased by the trustee” shall include 
annuity contracts so purchased by the employer and transferred to the trustee; 
and the term “employee” shall include only a person who was in the employ of 
the employer, and was covered by the agreement referred to in paragraph (2), 
prior to October 21, 1942. 
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Chairman Curtis. Mr. Swartz, on page 2 you explain briefly the op- 
eration of the 3-percent rule. Would you give us an illustration of how 
that works, a simple one which spells it out ? 

Mr. Swartz. Take the example of a person who purchases an annuity 
contract with his own money. In other words, he buys an annuity. 
Let us say over the period of the time he pays the premiums up to the 
time he begins to receive an annuity, he has paid $15,000. Then he 
begins to receive an annuity of $100 a month. That is $1,200 a year. 
Let. us say he has received that $1,200 for a full calendar year. Then. 
of that $1,200, he would include 3 percent of the $15,000 which he has 
paid for the annuity, which would be $450. That $450 would be 
included in his gross income for that year. The balance of the $1,200, 
$750, would go against the $15,000 until the $15,000 is used wp. In 
other words, he is entitled to recover his $1: »,000 tax-free based on the 
amount that is excluded after he includes annually 3 percent of the 
$15,000. 

In this particular case he would include in his gross income $450, 
exclude $750. The $750 would go to reduce the $15,000. That would 
go on each year until the $15,000 was used up. After the $15,000 was 
used up, then he would begin to include in gross income the entire 
$1,200. 

Chairman Curtis. If his contract was not for a fixed, guaranteed 
minimum amount or did not have any survivor provision, and he 
should die shortly after starting to draw the annuity, he, of course, 
would be paying some tax before he got his full money back, would he 
not ¢ 

Mr. Swartz. He would if he died before he recovered the full 
$15,000. 

Chairman Curtis. In the same paragraph on page 2 you say: 

Premiums or consideration paid for this purpose do not include amounts paid by 
an employer on behalf of an employee unless such premiums are taxed to the 
employee at the time the premiums are paid by the employer. 

Do I understand this to mean that such premiums do not constitute 
taxable income to the employee when the plan has been approved by 
section 165 (a) ? 

Mr. Swartz. That is right. If the plan meets the qualifications of 
section 165 (a), the employer’s contributions are not taxed to the em- 
ployee at the time they make the contributions. However, they become 
taxable when he begins to receive the annuity. 

Chairman Curtis. In the paragraph at the bottom of page 2, you 
state three conditions under which employer contributions to an em- 
ployee pension arrangement are not taxable to the employee. One of 
these conditions is that the plan meets the requirements of section 
165 (a). Atthis point would you briefly enumerate the conditions that 
have to be met under 165 (a) ? 

Mr. Swartz. I think the principal provisions contained in the code 
are that the plan must not discriminate in favor of officers, share- 
holders, supervisors, or highly compensated employees. The plan must 
be for the exclusive benefit of the employees or their beneficiaries. 
They must be the employees of the employer. The trust instrument 
must provide that the income or corpus of the trust cannot revert to 
the employer. 
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The requirements for admission to the plan must not discriminate in 
favor of officers, shareholders, supervisors, or highly compensated em- 
ployees. Any contributions made to the plan must not discriminate in 
favor of that type of employee, nor may the benefits that are paid out 
of the plan discriminate in favor of those employees I just enumerated. 

Chairman Curtis. If the employer does make contributions to a 
plan and it is not approved and does not meet the requirements of 
165 (a), that is treated as income to the employee at the time the 
contribution is made, is it not? 

Mr. Swartz. That is a plan that does not meet the requirements? 

Chairman Curtis. Yes. 

Mr. Swarzz. There the contributions are included in the income of 
the employee if his rights to the contribution are nonforfeitable at 
the time the employer makes the contribution. If they are not, they 
are not included in the employee’s income, but the employer then 
sacrifices his deduction. The employer gets no deduction in that 
event. 

Chairman Curtis. The Bureau treats the employer’s contributions 
as compensation, not as a gift; is that not correct ? 

Mr. Swarrz. Yes, that is right. The contributions made by an 
employer or the premiums paid under an annuity plan are considered 
to be in the nature of compensation. In fact, the tests under section 
23 (a) for reasonableness of compensation are applied to these con- 
tributions, and disallowed if unreasonable. 

Chairman Curtis. It is not a gift, but compensation for service? 

Mr. Swartz. Compensation. 

Chairman Curtis. In the same paragraph on page 2 you state that 
the employer contributions are not taxable to the employee if the 
employee is exempt under 101 (6). What are the provisions of 
101 (6) ¢ 

Mr. Swartz. Section 101 provides that an organization meeting 
the requirements contained in subsection (6) is exempt from taxation. 
The subsection reads as follows: 

Corporations, and any community chest, fund, or foundation, organized and 
yperated exclusively for religious, charitable, scientific, literary, or educational 
purposes, or for the prevention of cruelty to children or animals, no part of the 
net earnings of which inures to the benefit of any private shareholder or indi 
vidual, and no substantial part of the activities of which is carrying on propa- 
ganda, or otherwise attempting, to influence legislation. 

Chairman Curtis. In other words, it deals with what is commonly 
referred to as tax-exempt corporations ? 

Mr. Swarrz. Section 101 covers tax-exempt organizations. In other 
words, this provision doesn’t cover any other organizations under 
section 101 except those under section 101 (6). That is largely the 
churches and the schools. 

Chairman Curtis. If such an organization contributes to a retire- 
ment fund for an employee, that contribution is not taxable to the 
employer ¢ 

Mr. Swarrz. That is right. In other words, a section 101 (6) 
organization does not necessarily have to meet the requirements set 
forth in 165 in order to get the advantages otherwise provided in 
section 165. 

Chairman Curtis. Ordinarily, wages paid by a tax-exempt corpo- 
ration are taxable ? 
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Mr. Swartz. Oh, yes. 

Chairman Curtis. Whether it be a teacher or a minister or a cus- 
todian or a nurse or an elevator operator or anyone else working for 
the specified tax-exempt corporations, their full wages are taxed ¢ 

Mr. Swartz. That is right. 

Chairman Curtis. But those employers can make a contribution to 
a pension plan without meeting the requirements of 165 (a) and still 
the t mployee not be liable for tax ¢ 

Mr. Swarrz. | think the specific provisions are under section 22 (b) 
(2) (2B). They can buy annuity contracts for the employees. If they 
provide a trust, they have to meet the requirements, but if they pur- 
chase annuity contracts, then they do not. 

Chairman Curtis. They can do it by purchasing outside annuity 
contracts ¢ 

Mr. Swarrz. That is right. 

Chairman Curtis. At the top of page 3 you state that when the 
employee receives the annuity payments he includes them in income 
under the amount computed under the 3 percent rule. Does that 
mean that although the employee has made no contributions himself, 
some part of the annuity payments he receives after retirement are not 
included as taxable income ¢ 

Mr. Swartz. No. The reference there to the 3-percent rule is that 
if the employee has made no contributions, it would be 3 percent of 
zero, in effect, so the whole amount would be taxed. In other words, if 
he has made no contributions, there would be no amount that would 
be exempt. He would pay a tax on the full amount. 

Chairman Curtis. Am I correct in assuming that the great majority 
of the industrial and other private pension arrangements have been 
so devised as to receive approval under 165 (a) ? 

Mr. Swartz. Yes; I think they have. 

Chairman Curtis. Does the Bureau of Internal Revenue have any 
compilation or estimate of the number of employees who currently 
enjoy this tax advantage in providing for their old age ? 

Mr. Swartz. Not currently; no. We made a compilation back in 
1946, I think, or 1947, after we had approved some 9,300 plans. We 
do have those figures, but we have never brought those up to date. 

Chairman Curris. How many employees ¢ 

Mr. Swarrz. I think at that time the total participants in the plans 
that we had approved up to that time were some 3,600,000. 

Chairman Curtis. Three million workers ? 

Mr. Swarrz. 3,657,000 employees. That was on the basis of some 
9,000 plans. We now have about 24,000 plans approved. We now 
have over 20,000 plans in existence. That would be 
many. 

Chairman Curtis. The date was 1946? 

Mr. Swartz. Those were plans approved through August 31, 1946. 

Chairman Curtis. I have seen the estimate—and apparently it is a 
rough estimate—of 10 million employees who are benefiting from this 
tax advantage. Does that seem a reasonable approximation / 

Mr. Swartz. Is that 10 million of employees covered under exempt 
plans? 

Chairman Curtis. Under 165 (a). 

Mr. Swarrz. I guess that would be fairly reasonable. It sounds 
like a reasonable figure. 


ve at least twice as 
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Chairman Cvurris. It would not be a gross exaggeration in the 
event it is not correct ? 

Mr. Swartz. I shouldn’t think so. Based on our figures of 3,600,000 
for 9,000 plans, 20,000 plans if they followed the same pattern would be 
somewhere around 8 million or more. 

Mr. Tuomas B. Curtis. Is there any study under way to bring that 
up to date? 

Mr. Swartz. I don’t believe there is. It is quite a job. 

Mr. Tuomas B. Curtis. That was the next question I was going to 
ask. It would be quite a job to get that up. 

Mr. Swarrz. Yes, it would. The files are voluminous. Not only 
that, of course. when we get these plans for approval we get the 
figures at the time the plan is approved. I guess they are in some 
cases required to give certain figures each year that they file a tax 
return, but we couldn’t always be current on the thing. 

Mr. Tuomas B. Curtis. In each plan they may increase the 
number ? 

Mr. Swartz. That is correct. They might increase or change their 
plan. 

Chairman Curtis. On page 2 you said: 

Premiums paid by an individual for the purchase of an annuity contract to 
provide himself an annuity are not deductible for tax purposes. 

Does this mean that any individual attempting to provide for his 
old age through his own efforts has no such tax advantage ? 

Mr. Swarrz. He doesn’t, of course, have the same advantage that 
an employee covered under an exempt plan would have. for the rea- 
son that the employer would make the contributions and he wouldn’t 
be taxed on those contributions until he began to receive the pension. 

Chairman Curtis. I was referring to the individual totally unat- 
tached to some industrial concern. 

Mr. Swartz. He would not have those advantages. 

Chairman Curtis. Or he might be with an industrial concern that 
had no plan. 

Mr. Swartz. That is right. 

Chairman Curtts. In other words, a man or woman who wants to 
make some provision for old age through their efforts must do so 
from income after taxes: is that not true? 

Mr. Swartz. I think that is a correct statement; yes, sir. 

Chairman Curtis. All those individuals attempting to provide a 
given monthly amount of retirement income through their own ef- 
forts during their working life must have a larger income before 
taxes than is the case of an employee who is covered under a pension 
arrangement financed by employer contributions. 

Mr. Swartz. To have the same amount left, they would have to 
have more. 

Chairman Curtis. With 63 million now reported by the census as 
employed, of whom 10 million, or thereabouts, enjoy a tax advantage 
by virtue of coverage under emplover-financed pension arrangements, 
does this mean that by the acts of Congress enacting these laws, 53 
million of employees and self-employed people do not have the benefit 
of some similar tax advantage ? 

Mr. Swartz. By “some similar tax advantage,” you mean during 
the time he was an employee? 
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Chairman Curtis. Yes. 

Mr. Swartz. I would say that is true, if that 10 million figure rep- 
resents employees covered in approved plans. There are informal ar- 
rangements under which some employers pay pensions, but under 
those arrangements the employees wouldn’t have that tax exemption 
during the period of their productive life. 

Chairman Curtis. How does an employer contribution for a 
worker compare in size with the employee’s annual pay? Would it 
be equal to 5 percent of his pay? 

Mr. Swarrz. Our figures for 1946 show about 714 percent. 

Chairman Curtis. About 714 percent 

Mr. Swartz. I might state that that 714 percent includes contri- 
butions for past services. So after those past services are paid, the 
contribution might decrease. In other words, our figures were based 
on the amount that they put into the plan in relation to the com- 
pensation of the employees covered, but during the early part of the 
plan sometimes those contributions are larger because they are pick- 
ing up the past service. So the 714 percent does include some of 
the payments toward past services. 

Chairman Curtis. Do some of them go as high as 10 percent ? 

Mr. Swarrz. I think they could go as high as 10, for this reason: If 
they have some older employees, the past service is much larger and, 
at least until the older employees have retired, those contributions in 
some cases could go quite a bit higher than 10 percent. 

Chairman Curtis. Some of them do go higher than 10? 

Mr. Swartz. I would think individually some of them might go a 
lot higher, particularly in pension plans. In profit-sharing plans the 
law specifically limits the deduction to 15 percent. 

Chairman Curris. How high do they go, from your memory? You 
do not need to identify the company or the plan, and I will address 
that to the entire group. 

Mr. Swartz. Do you know of any [addressing Mr. Goodman | ? 

Mr. Goodman points out that it could be as much as 100 percent if 
they wait until retirement to fund the plan. I think you are thinking 
of a level funding during the life of the employee. 

Chairman Curtis. Yes. 

Mr. Swartz. It could be as high as 200 percent, I presume, because, 
for example, you might have a lot of older employees receiving $100-a- 
month pension. It takes about $15,000, or somewhere around that, 
from $12,000 to $15,000, to provide $100 a month. If an employee was 
63 when the plan was started and they had to make contributions for 
only 2 years to make up that $15,000, they could contribute $7,500 each 
year to make it up. He might be a $5,000-a-year employee, so $15,000 
would be paid in over 2 years, and the employee’s compensation would 
be only $10,000. That evens itself later on as the average age of the 
employees reduces. It is because of the fact that the employees are 
older when the plan is put into effect. 

Chairman Curtis. But the case you describe is not unusual ? 

Mr. Swartz. It happens right along. 

Chairman Curtis. Thinking for a moment of other than the older 
workers who are just ready to face retirement, how high do these con- 
tributions go, would you think, the maximum ? 

Mr. Swartz. It depends on what size plans they have. Some plans 
are much more liberal than others. Some plans are supplementary 
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to social security. In other words, they provide for benefits above 
the social-security benefit. 

Chairman Curtis. I am thinking of some of the more liberal plans, 
and I do not want them identified, which are independent of social 
security. 

Mr. Swartz. IT am not an actuary, and I might want to change this, 
but I would think probably in the ordinary organization with average 
aged employees, 5 percent would probab ly provide it. There again, 
it would depend upon the vesting of the plan, but 5 percent would 
probably bea pretty good average for sucha plan. 

Chairman Curtis. So it would run from that to, for an older 
emplovee, 200 percent ¢ 

Mr. Swartz. Yes. 

Chairman Curtis. You say at the top of page 3 that the income 
of pension trusts that have qualified under 165 is exempt from income 
tax if certain conditions are met. What are those conditions ? 

Is that the condition that the plan must not discriminate ? 

Mr. Swartz. Yes. I enumerated those. 

Chairman Curtis. In other words, those are the same conditions by 
which you qualify a plan under 165 (a) ¢ 

Mr. Swarrz. That is right, sir. 

Chairman Curtis. In other words, a contribution is made under a 
qualified plan in behalf of an employee. That contribution is not 
taxable to the employee as wages received then / 

Mr. Swartz. That is right. 

Chairman Curtis. If it remains in the fund and produces interest 
or other increment, that is not income / 

Mr. Swarrz. Not at the time; that is right. 

Chairman Curtis. That means, does it not. that for these 10 million 
workers, whether the employer finances the contributions alone or 
jointly with the employees, the investment income is tax-exempt ? 

Mr. Swarrz. It is tax-exempt during the period that it is being 
earned in the trust. Eventually, of course, it becomes taxable to the 
employee when he begins to receive the annuity, but it is tax-exempt 
while it is in the trust. In other words, what you have is a trust to 
which the employer is making contributions. At the time the em- 
ployer makes the contributions, it is not taxable to the employee. Any 
increment earned by the trust is exempt to the trust and it is not 
taxable to the employee at that time. 

When the pension or annuity is paid from the trust, of course it in- 
cludes the employer’s contribution and it includes the increment. It 
may also include part of the employee's contribution. Then the em- 
ployer’s contribution and the increment does become taxable to the 
employee at the time he receives it. 

Chairman Curtis. We might think of two classes of employees. 
One is the young worker who is providing for a family and buying 
a house and that sort of thing. If he is under an approved pension 
plan he does not pay taxes on the contribution at the time. Neither 
does he pay taxes on whatever that produces for him. 

Mr. Swartz. At that time, that is right. 

Chairman Curtis. But the individual who stand alone not only 
saves after taxes, but if his saving produces income he pays when 
that income is constructively received— 

Mr. Swarrz. That is correct. 
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Chairman Curtis. Even though he lets the whole thing remain there 
for later use. 

Mr. Swarrz. You mean in his own bank account, or something of 
that kind? j 

Chairman Curtis. Yes. The other type of case, I am thinking of 
the executive who is in a high tax bracket. These contributions are 
not taxable to him while he is in such a high income bracket, and there 
is a likelihood he will be in a lower earning bracket when the tax is 
applied, is that not correct ? 

Mr. Swartz. That is correct, a participant in a qualified plan. 

Chairman Curtis. That is also true of the interest on his savings. 

Mr. Swartz. That is correct. 

Chairman Curtis. Let us now see how these provisions affect differ- 
ent persons. Take an average factory worker. According to the 
Department of Commerce, the annual earnings of factory workers 
averaged roughly $3,800 in 1952. Ifa worker in a manufacturing com- 
pany ‘with an annual pay of $3,800 worked for a company with an 
employer- financed pension arrangement approved under 165 (a), the 
company’s contributions, amounting to perhaps, say, $200 or even 
more, are not taxable income to the worker. That is right, is it not? 

Mr. Swarrz. That is correct, at the time. 

Chairman Curtis. This contribution is regarded as a part of com- 
pensation. That is correct, is it not? 

Mr. Swartz. That is correct; yes, sir. 

Chairman Curtis. Is it true that the investment of this part of his 
compensation will be exempt from tax every year until the worker 
retires? 

Mr. Swartz. That is correct, if the plan continues to qualify under 
165 (a). 

Chairman Curtis. This means, does it not, that this part of his com- 
pensation in the form of employer contributions and the investment 
Income accruing over the years are exempt from income taxes! 

Mr. Swartz. “They are exempt from income taxes until he begins to 
receive the pension. 

Chairman Curtis. Now, let us take some other worker earning 
roughly $3,800 a year. ‘He might be a farmer, he might be a lawyer, 
he might be an employee in a cor poration that had no pension plan, 
or the individual might be a woman running a beauty shop. In any 
event, there are 53 million of these working people. Each of these 
would have to make provision for retirement out of his annual income 
after paying taxes, is that not correct ? 

Mr. Swartz. That is correct. 

Chairman Curtis. A single person with an income of $3,800 or a 
married person with an income of $3,800 who does not file « a joint re- 
turn, pays an income tax of about $490, I believe, is that correct ? 

Mr. Swartz. Yes. 

Chairman Curtis. This means he has left about $3,300. In other 
words, out of every dollar he earns, he pays about 12 cents in income 
tax and has about 88 cents left to live on and to provide for his old 
age; is that correct ? 

“Mr. Swartz. It sounds as if that is correct; yes, sir. 

Chairman Curtis. If this person works for a corporation with an 
employer-financed pension arrangement, the amount which the com- 
pany pays into the fund is compensation and is not taxed. 
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Mr. Swarrz. At that time: that is correct. 

Chairman Curtis. It is not taxed to the employer, either. 

Mr. Swartz. It is deductible by the employer, and it is not taxed to 
the employee until he begins to receive it. 

Chairman Curtis. The case I refer to is the man who has $3,300 
left to live on and his pension is already being provided for. The 
factory worker who gets $3,800 and pays his taxes has the remaining 
$3,300 to live on, and his retirement is already taken care of; but the 

other person who works for a corporation that has no employer- 
financed pension arrangement, or if he is self-employed, has $3,300 
to live on, but no pension in prospect. If he is going to have income in 
retirement he must provide for it out of the $3,300. That is correct ; 
is it not? 

Mr. Swartz. That is correct, on any individual annuity. 

Chairman Curtis. Now, suppose the individual decides to buy a 
house, intending to live on the rental income on retirement, or sup- 
pose he is a farmer who intends to live on the rent from his farm, or 
suppose he or she buys a few shares of stock each year for retirement 
purposes. In these cases the individual would have to pay taxes on 
investment income every year. 

Mr. Swartz. That is correct. 

Chairman Curtis. Does this not mean that these persons have an 
additional disadvantage in providing for their old age? 

Mr. Swarrz.I think there would be advantages to the employees 
that are covered under plans that meet the requirements of section 165 

Chairman Curtis. Not only as to the compensation received in that 
form, but the earnings on it. 

Mr. Swartz. Yes, that is right. 

Chairman Curtis. At the bottom of page 5 you say that railroad 
retirement annuities are exempt from income tax. Is this because the 
Railroad Retirement Act makes such provision ? 

Mr. Swartz. That is correct. 

Chairman Curtis. You say at the top of page 6 that OAST pay- 
ments are not taxable to the recipient. That is correct; is it not? 

Mr. Swartz. That is right. 

Chairman Curtis. Are there any other large retirement programs 
under which the old-age income payments are not taxable income to 
the recipient ? 

Mr. Swartz. I know of none. 

Chairman Curris. How about the policemen and firemen who re- 
tire on income plans? 

Mr. Swartz. That is due to disability. That can happen prior to 
becoming aged. Those are disability payments made by reason of in- 
juries or total disability received in the course of duty. It is really a 
pension, but not an old-age pension. 

Chairman Curtis. Either on disability or assumed disability, or 
something of that sort ¢ 

Mr. Swartz. That is right. 

Chairman Curtis. How about persons retiring under the United 
States civil-service plan? Are their pensions subject to income tax? 

Mr. Swartz. They are subject to tax under the 3-percent rule, the 
3 percent being applicable to the amount of the contributions that are 
paid by the employee to the fund. 
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Chairman Curtis. How about schoolteachers under State retire- 
ment plans ? 

Mr. Swartz. They are taxable. 

Chairman Curtis. Under the 3-percent rule ? 

Mr. Swartz. Yes; if they have paid any consideration. 

Chairman Curtis. How about regular military personnel retired by 
reason of age? 

Mr. Swartz. Those are also taxable. 

Chairman Curtis. But if it is by reason of disability ? 

Mr. Swartz. They are exempt. 

Chairman Curtis. How about company retirement plans approved 
under 165 (a). Are the pension payments which the retired worker 
receives regarded as taxable income ? 

Mr. Swartz. They are regarded as taxable income if the employer 
paid all the contributions. They are exempt under the 3-percent rulo 
to the extent that the employee paid any part of the consideration. 

Chairman Curtis. They are exempt from the 3-percent rule ? 

Mr. Swartz. No. They are exempt under the 3-percent rule. In 
ae words, he is entitled to recover a proportion of his contribution 

ach year under the 3-percent rule. It is the purpose of the 3-percent 
vile that he recover his contributions, if he made any payments. 

Chairman Curtis. He was not taxed for his contributions originally, 
either. 

Mr. Swarrz. Yes. Let us take a plan exempt under section 165 
where the employee made a contribution and the employer also made 
a contribution. In that case the employee would be making his con- 
tribution out of tax-paid income. That becomes the consideration 
paid. He is entitled to recovery of it when he begins to receive 
the pension. 

Chairman Curtis. It boils down to this, then: If the company 
pays the compensation to the individual and he gets it in his hands 
und then pays back into the fund, it will be taxed ‘ 

Mr. Swartz. That is right. 

Chairman Curtis. Under the 3-percent rule. But if the company, 
as part of the compensation, pays it direct to the plan and it does not 
come to the employee, it is not taxed at that time. 

Mr. Swarrz. At that time. 

Chairman Curtis. In other words, with the exception of those 
receiving railroad retirement payment or OAST payments, all retired 
persons are treated equally, taxwise, so far as their incomes are con- 
cerned, no matter whether the income is from the company pension 
plan, a Federal or Government retirement system, or from dividend, 
interest, or rental income ¢ 

Mr. Swartz. At the time they begin to receive it, you mean? 

Chairman Curtis. Yes. 

Mr. Swartz. That is correct. It is taxable. 

Chairman Curtis. So far as providing for old-age income is con- 
cerned, would you agree that the present tax laws do not give equal 
opportunity to workers during their productive years in providing 
for their old-age income ? 

Mr. Swartz. I don’t know whether it would be applicable to the 
internal-revenue laws. I think those companies who have exempt 
trusts or purchase annuities that qualify under section 165 give their 
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employees advantages over those employees who are not eligible to 
become members of pension trusts. 

Chairman Curtis. In other words, it is a dissimilar treatment that 
Congress has brought about by the present tax laws. 

Mr. Swarrz. It is a dissimilar treatment ; yes, sir. 

Chairman Curtis. And that is true of the income received by retired 
persons. Congress has enacted these laws, and some of that income 
is not taxable at all, and to other people it is. Is that correct ? 

Mr. Swarrz. You mean with respect—— 

Chairman Curris. Railroad retirement, for instance. 

Mr. Swarrz. That is correct; yes, sir. 

Chairman Curtis. It amounts to this: that only a part of the pres- 
ent aged population receives tax-exempt old-age income of these types. 

Mr. Swarrz. I think that is correct; yes, sir. 

Chairman Curris. Mr. Mills? 

Mr. Mitus. Mr. Swartz, just for the information of the committee, 
[ would like for you to develop a little bit the reasoning of the Bureau 
rv the Treasury in exempting OASI payments from income tax. 

Mr. Swartz. I believe the staff is requesting that. I think we will 
provide that separately. I understand the staff has requested that 
from the Bureau. I believe it is based on a supreme Court decision, 
not on that point directly but on the basis of the Court’s decision when 

held the taxes under social security constitutional. 

Mr. Miuzs. Did the Supreme Court hold that the income received 
by the recipient was not subject to income tax / 

Mr. Swarrz. That wasn’t the issue, sir. 

Mr. Mitis. That was ny recollection of the case. 

Mr. Swarrz. That wasn’t the issue. 

Mr. Minis. You will supply that later for the benefit of the com- 
mittee ¢ 

Mr. Swarrz. Yes, sit 

Mr. Minis. One more question: Mr. Swartz, I seem to recall that 
back some few years ago, perhaps in 1936 or 1937, the Treasury or the 
Bureau reached the decision that some type of retirement system 
established by some typographical union that did not qualify, presum- 
ably in a situation as under 165, would still have, for the purposes and 
the benefit of the recipient, the advantages similar to 165. Do you 
remember that case? 

Mr. Swarrz. Of course, the present provisions of 165 did not come 
into the code until the Revenue Act of 1942. 

Mr. Mus. That is what I know, but in this particular case, as I 
recall, the advantages which were given by 165 in 1942 were extended 
to the recipients of payments from this typographical pension plan in 
1936 or 1937. 

Mr. Swarrz. I don’t remember the individual ruling, unless it was 
the charitable portion— 

Mr. Muus. As I recall, it was a ruling on the question of the tax- 
ability of the income in the hands of the retired individuals. 

Mr. Swarrz. I think there were probably some rulings in connec- 
tion with some funds which were considered to be char itable i in nature, 
under which certain employers or charitable funds paid out pensions 
under which we held them exempt under section 22 (b) (3) as a gift. 
I will look into that if you wish. 


~~ 
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Mr. Miits. I wish you would, and give us some reason why this 
action was taken. I am not quarreling with the action, you under- 
stand. I merely want the information. 

That is all. 

Chairman Curtis. Mr. Goodwin? 

Mr. Goopwin. I have no questions, Mr. Chairman. 

Chairman Curtis. Mr. Baker? 

Mr. Baker. Going back to your hypothetical case on the 3- percent 
rule, the $15,000 paid in to produce $100 a month, under some of those 
plans, especially with insurance companies, you have a 10-year cer- 
tain, and a certain amount goes to the widow, if you want it to. Sup- 
pose this man just drew a few months, say 15 months, and several 
thousand dollars were left. What happens to that ? 

Mr. Swarrz. Nothing, taxwise. 

Mr. Baker. In other words, the widow gets it ? 

Mr. Swartz. In a joint and survivor annuity, the widow might con- 
tinue to draw down some of that annuity and also recover part of the 
premiums paid. Ona life annuity without a joint and survivor, where 
it is purely a life annuity, there are no benefits that continue after 
the death of the annuitant. 

Mr. Baker. But there are lots of plans where the widow would draw 
a certain amount. Does she continue under the 3-percent rule? That 
is What I am getting at. 

Mr. Swarrz. Oh, yes. She continues under the 3-percent rule. 

Chairman Curtis. Mr. Curtis of Missouri. 

Mr. Tromas B. Curtis. Picking up that point, there has been a dis- 
tinction made between plans where the survivor, if it is a wife, or if 
the plan itself sets it out, it is taxed one way, but if there is power 
of appointment given to the employee it is treated differently, is it 
not ¢ 

Mr. Swartz. I believe there is a difference, yes. If the annuitant, 
the employee, let us say, selects the method of receiving the annuity— 
suppose he selects a joint and survivor annuity prior to the time that 
he retires, and then he dies; then the amount applicable to the sur- 
vivor or the widow would be based on the value of her annuity at the 
time of his death rather than the amount that he had paid in. 

Mr. Tuomas B. Curtis. The identical person or the identical 
lationship—say it is a widow. If the widow receives under the plan 
itself instead of the selection, she is treated differently. Is that not 
correct ¢ 

Mr. Swartz. I think there is a different basis for her annuity. 

Mr. Tuomas B. Curtis. The reason I brought that up, I am inter- 
ested in correcting that inequity, and I have a bill on it. 

I want to get one thing straight in my own mind. ‘The chairman 
was discussing with you “the company plans under 165 (a) and the 
method whereby the amount paid by the employee was computed 
later in the 3-percent scheme. I was not entirely sure about your testi- 
mony. You say if the employee contributes, the amount that he has 
contributed comes in under the 3- percent plan. Is that right? 

Mr. Swartz. What happens there is that the amount that he is taxed 
on is based on 3 percent of his contributions, even though the employer 
has contributed. Until he recovers his contribution on that basis, 
then none of the balance is taxable. 
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Mr. Tuomas B. Curtis. But the amount that the employer pays 
into this plan is not taxed as income to the employee. That is cor- 
rect, is it not? 

Mr. Swarrz. It is when he begins to receive the pension, yes. 

Mr. Tuomas B. Curtis. That is the next thing. In other words, 
under your 3-percent plan, then, depending on how the plan is set up, 
the amount contributed by the employee, and the amount contributed 
by the employer is definitely considered in setting up your 3-percent 
schedule on that particular annuity. Is that correct? 

Mr. Swartz. Actually, all we have to know at that point is what 
was the total amount that the employee contributed. 

Mr. Tuomas B. Curtis. I see. That amount is recoverable. 

Mr. Swartz. Three percent of it is taxable until he recovers his own 
contribution. On the balance of the pension received 

Mr. Tuomas B. Curtis. But the other portion of the pension that he 
might receive which is attributable, you might say, to the employer’s 
contribution, does not enter into this plan? 

Mr. Swarrz. Not at that time. It increases the pension, of course, 
and what he does is pick it up after he has used up his contributions, 
and then it all becomes taxable. Theoretically, the increment to the 
fund or the employer’s contribution—— 

Mr. THomas B. Curtis. The amount that the employer has con- 
tributed does not become taxable in its inception ¢ 

Mr. Swarrz. You don’t separate it: you don’t earmark the em- 
ployer’s contribution separately and the employee’s contribution 
separately. 

Mr. Tuomas B. Curtis. What you are saying is that you simply 
do not pay on that portion until he has eaten up what he himself has 
contributed ? 

Mr. Swartz. That is right. 

Mr. Tuomas B. Curtis. It is just a method of computation. The 
idea, though, is ultimately to tax him in full for whatever the em- 
ployer has contributed ¢ 

Mr. Swartz. That is correct. 

Mr. Tuomas B. Curtis. I wanted to be sure of that. 

The tax laws as we have written them on these annuity policies are 
not the same for companies who are self-insurors. Is that not true? 
In other words, under the 165 plan, that contemplates insurance 
companies. 

Mr. Swarrz. Insurance companies or a separate trust, that is right. 

Mr. Tuomas B. Curtis. Or a separate trust. But if a company is 
entirely operating on a self-insurance basis, it does not qualify from 
the standpoint of getting exempt from its income the amount that it is 
paying into its own pension plan. 

Mr. Swartz. They are just transferring it from one pocket to an- 
other, and we consider it still in the corporation. You are correct 
that it does not get a deduction. 

Mr. Tuomas B. Curtis. I was thinking particularly of testimony 
that we have received in the full committee, and in particular the Bell 
System pension program, which was established, of course, before in- 
come taxes came along. They, being in the nature of a self-insuror, 
do not get the same benefits as a company that uses the medium of 
insurance companies. 
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Mr. Swartz. As I recall, I think they do have a trusteed pension 
plan. 

Mr. Tuomas B. Curtis. For some reason or other they maintain, and 
I am sure they are right, that they are not put in the same status as a 
company that utilizes insurance companies. 

Mr. Swartz. As I remember that testimony—lI just read about it— 
I think that was — to other benefits than pensions. I think 
that was their sick benefit plan, or something like that. 

Mr. Tuomas B. Curtis. You may be right. 

Mr. Swartz. I think it was a current sick benefit plan of some kind. 

Mr. Tuomas B. Curtis. I think you are correct in that. 

One final point that I want to clear up in my own mind. I know we 
are going to get into this further, but I want to tie this particular sub- 
ject to it. 

Talking about the social security tax, of course no social security 
tax is levied on civil service employment, because they have their own 
retirement system. That is correct, is it not? 

Mr. Swartz. I think those that are covered by the Civil Service 
Retirement Act do not have social security. 

Mr. Tiromas B. Curtis. That is correct. And the railroad retire- 
ment, also, 

For my own information, does that same exemption apply to com- 
panies that qualify under the 165 (a) program ? 

Mr. Swartz. What same exemption do you mean? 

Mr. Tromas B. Curtis. Exemption from the social security tax. 

Mr. Swartz. Oh. No, not all of them. There are certain exemp- 
tions, I think. 

Mr. Tuomas B. Curtis. In other words, a company which adopts a 
retirement program under 165 (a) becomes exempt to a certain degree 
from social security tax ? 

Mr. Swartz. No. 

Mr. Tuomas B. Curtis. I did not think so. 

Mr. Swartz. Not from the tax. There are some arrangements under 
which their plans under section 165 take into consideration social 
security benefits. In other words, they will say, “We will give $100 
a month less anything you get from social security.” They take into 
consideration social security, but it doesn’t render them exempt, no. 

Mr. Tuomas B. Curtis. It is not any feature as far as the law itself 
is concerned ? 

Mr. Swartz. That is right. 

Mr. Tuomas B. Curtis. We, through our tax laws, do not give 
credit for plans under 165 (a) as we have given credit for the civil 
service retirement program or the railroad retirement plan. That is 
what I am trying to establish. 

Mr. Swartz. That is entirely correct. There are other exemptions, 
other than Government employees, from social security—certain sec- 
tion 101 organizations, as I understand. 

Mr. Tuomas B. Curtis. To put it the other way, social security does 
not cover everybody. It isnot comprehensive. 

Mr. Swartz. That is right. 

Mr. Tuomas B. Curtis. The main point I wanted to be sure about is 
that in our tax laws, except on railroad retirement and civil service, 
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we have never geared these pension plans in with our social security 
tax program. Isthata fair statement ? 

Mr. Swartz. I am not too familiar with the employment tax, but I 
think that is probably right, as I understand it. 

Mr. Tuomas B. Curtis. Thank you. 

Chairman Curtis. Any other questions / 

I have just one. Under 165 (a), can a company have one plan for 
executives and another plan, a dissimilar plan, for employees ? 

Mr. Swartz. Not a dissimilar plan. If they had.a separate plan for 
executives and another plan for the employees, the plan for the 
executives could not be any more liberal than the plan for the other 
employees, or else it could not. qualify. 

Chairman Curtis. You determine liberality by its relation to their 
compensation before retirement ? 

Mr. Swartz. One test would be the relation of the contributions to 
their compensation as the contributions bear to the compensation of 
the lower paid. The same way with the benefits, perhaps. 

Chairman Curtis. We certainly thank you gentlemen for your ap- 
pearance here. Is there anything that we have cut you short on that 
you wish to say ¢ 

Mr. Swartz. No, I don’t think so, sir. 

Chairman Curtis. We thank you very much for your appearance 
here. I want to also thank the members of the committee. 

We will have no further hearings at this time. Our present plans 
are to resume public hearings on or about November 2. 

The committee will stand adjourned. 

(Whereupon, at 11:15 a. m., the hearing was recessed, subject to 


call.) 








